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SMALL  BUSINESS  AND  ENTRY-LEVEL  EM- 
PLOYEES: HOW  TO  INCREASE  TAKE-HOME 
PAY  AND  KEEP  AMERICA  WORKING 


WEDNESDAY,  MAY  15,  1996 

House  of  REPRESEhfTATivES, 
Committee  on  Small  Business, 

Washington,  DC. 

The  Committee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
2359,  Raybum  House  Office  Building,  Hon.  Jan  Meyers  (Chair  of 
the  Committee)  presiding. 

Chair  Meyers.  The  meeting  will  come  to  order.  Grood  morning. 

According  to  statistics  from  the  Small  Business  Administration  s 
Office  of  Advocacy,  small  businesses  provide  67  percent  of  all  first 
time  employment  opportunities.  Most  Americans  get  their  start  in 
the  work  world  because  a  small  business  owner  agrees  to  take  a 
chance  on  an  inexperienced  and  often  low-skilled  employee.  It  is  an 
important  first  step  in  building  the  skills  needed  to  climb  the  eco- 
nomic ladder. 

A  portion  of  these  newly  hired  employees  begin  their  jobs  earning 
the  minimum  wage.  Who  are  these  employees,  and  who  are  their 
employers?  How  is  this  important  alliance  affected  when  the  start- 
ing wage  is  increased  through  a  Federal  mandate?  Is  increasing 
the  minimum  wage  the  best  way  to  increase  take-home  pay  for 
entry-level  employees?  Are  there  alternatives  to  an  increase  in  the 
minimum  wage  that  would  boost  take-home  pay  and  encourage  em- 
ployers to  offer  more  job  opportunities  for  those  who  need  it  the 
most? 

Today,  the  Committee  will  explore,  from  an  economic  point-of- 
view  and  from  a  small  business  owner's  point  of  view,  how  a  pro- 
posed increase  in  the  Federal  minimum  wage  would  affect  small 
businesses'  ability  to  provide  jobs.  In  addition,  we  will  hear  from 
Members  of  Congress  who  have  developed  innovative  proposals  de- 
signed to  help  working  families  increase  their  take-home  pay.  This 
hearing  is  very  timely,  in  that  a  package  of  tax  incentives  titled  the 
"Small  Business  Job  Protection  Act"  was  marked  up  in  the  Ways 
and  Means  Committee  yesterday,  and  may  be  considered  by  the 
full  House  of  Representatives  in  the  near  future.  This  important 
group  of  provisions  is  designed  to  help  increase  the  productivity  of 
small  businesses  and  promote  opportunities  for  expansion.  Incen- 
tives, such  as  the  Small  Business  Job  Protection  Act,  are  vital  if 
an  increase  in  the  Federal  minimum  wage  is  enacted. 

The  bill  includes  an  increase  in  the  expensing  allowance  from  the 
current  $17,500  to  $25,000  for  small  businesses  who  purchase  new 
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equipment;  a  modification  of  the  FICIA  Tip  credit;  an  extension  of 
the  deduction  for  employer-provided  educational  assistance;  S-Cor- 
poration  reform;  pension  reform,  which  includes  a  new  simplified 
tax-favored  retirement  plan  for  small  businesses  known  as  the 
SIMPLE  Plan;  and  a  new  work  opportunity  tax  credit,  which  is  a 
reform  of  the  targeted  Jobs  Tax  Credit  to  give  employers  a  credit 
equal  to  35  percent  of  an  employee's  wages  for  young  high-risk  em- 
ployees or  other  qualified  people.  That  is  the  package  so  far. 

Proponents  of  an  increase  in  the  minimum  wage  are  fond  of  say- 
ing that  a  rising  tide  lifts  all  boats.  However,  a  rolling  tide,  while 
lifting  some  boats,  may  sink  others.  Most  of  the  small  business 
owners  I  have  talked  to,  who  are  pretty  good  navigators  to  stay 
afloat  on  the  sea  of  Federal  tax  and  regulatory  burdens  that  we 
create,  see  this  proposal  as  a  rolling  tide.  A  minimum  wage  in- 
crease could  sink  the  life-raft  of  opportunity  offered  to  millions  of 
workers  by  jeopardizing  small  business-based  entry  level  jobs. 
These  jobs  offer  not  only  a  wage,  but  the  chance  to  learn  vital  skills 
that  prepare  people  for  a  lifetime  of  employment. 

As  I  have  noted  numerous  times  in  speeches  and  statements, 
small  business  is  America's  economic  engine.  But  intrusive  Federal 
policies  exemplified  by  our  tax  and  regulatory  structure  continue  to 
place  roadblocks  in  front  of  small  businesses,  diverting  them  from 
a  direct  path  of  economic  growth.  These  diversions  result  in  fewer 
jobs  for  their  communities,  as  small  businesses  struggle  to  make 
the  ledger  balance  every  month.  Federal  policies  which  support 
small  businesses,  not  strangle  them  in  red  tape  and  Federal  man- 
dates, will  allow  them  to  create  more  jobs  and  increase  earning  po- 
tential. The  best  way  to  give  America  a  raise  is  to  give  small  busi- 
ness a  break. 

At  this  time  I'd  like  to  recognize  our  Ranking  Member,  John  La- 
Falce. 

Mr.  LaFalce.  I  thank  you  very  much.  Madam  Chair,  before  I 
begin  addressing  the  subject  of  today's  hearing.  Once  again,  I  have 
the  honor  of  introducing  a  new  member  of  the  Small  Business 
Committee.  The  new  member  is  Representative  Juanita  Millender- 
McDonald,  from  the  great  State  of  California.  I  think  based  upon 
my  knowledge  of  her  record,  the  conversations  that  I've  had  with 
her,  she  is  going  to  contribute  mightily  to  the  deliberations  of  this 
Committee  and  also  be  one  of  the  outstanding  Members  of  Con- 
gress— we  welcome  you. 

Ms.  MiLLENDER-McDoNALD.  Thank  you,  good  morning. 

Chair  Meyers.  CJood  morning.  May  I  join  you  in  welcoming  you 
to  the  Committee,  Juanita,  were  very  pleased  to  have  you  here, 
and  I  think  you'll  enjoy  this  Committee. 

Mr.  LaFalce.  Madam  Chair,  increasing  the  minimum  wage  is 
one  of  the  most  important  issues  confronting  our  Congress,  and  we 
have  heard  a  lot  of  economic  theory  bandied  about  in  regard  to  this 
issue,  we  should,  but  it's  not  simply  an  economic  issue.  The  issue 
raises  serious  questions  about  our  fundamental  values  as  a  society. 

Increasingly  it's  harder  and  harder  in  the  United  States  for  aver- 
age working  Americans  to  bring  home  enough  money  to  put  food 
on  the  table,  to  send  their  children  to  school,  and  simply  to  make 
ends  meet.  These  are  people  who  are  willing  to  work  and  work 
hard.  But  for  a  large  percentage  of  our  population,  the  reward  they 


get  for  their  efforts  to  contribute  to  our  society  is  the  minimum 
wage,  which  gives  them  an  income  below  poverty  level.  Yet,  the 

f)resent  House  majority  generally  opposes  a  modest  increase  in  the 
evel  of  minimum  wage.  I  must  say  that  in  the  State  of  New  York 
the  House  majority  favors  an  increase.  If  the  full  House  majority 
in  this  institution  can  find  money  for  corporate  tax  breaks  and  spe- 
cial interest  provisions,  surely  we  can  find  the  resources  to  give 
working  families  a  break. 

Now,  because  of  the  importance  of  this  issue,  I'm  very  glad  that 
the  Small  Business  Committee  is  having  a  hearing  on  it,  but  I  do 
object  to  the  way  the  full  House  majority  is  generally  proceeding. 
There  is  a  Committee  of  legislative  jurisdiction  on  this  matter,  the 
Committee  on  Economic  and  Educational  Opportunities.  Yet  de- 
spite repeated  requests  by  that  Committee's  minority,  that  Com- 
mittee has  held  no  hearing,  undertaken  no  inquiry,  and  reviewed 
no  legislation.  I  believe  that  Representative  Pat  Williams  would 
wish  to  speak  to  this  issue  further. 

In  terms  of  our  own  hearing,  I  certainly  appreciate  your  inviting 
one  of  the  five  private  sector  witnesses — incidentally  the  only  one 
that  had  to  travel  from  outside  the  DC  area,  the  other  four  I  had 
suggested  were  right  here — and  certainly  the  two  Members  we  re- 
quested. But  I  still  find  that  the  witness  list  does  not  provide  a  real 
balance  of  views  on  the  minimum  wage  and  related  issues.  After 
repeated  requests,  we  only  learned  of  the  roster  of  private  sector 
witnesses  on  Monday  afternoon.  It  was  only  at  noon  yesterday  that 
we  were  told  that  two  Republican  Members  would  be  testifying  on 
plans  for  the  Earned  Income  Tax  Credit  reform  and  a  proposed 
paj^oll  tax  deduction.  I  mean,  two  very  important  issues,  but  dif- 
ferent from  the  minimum  wage;  and  this  gave  the  minority  only  a 
few  hours  to  prepare  for  these  issues  and  very  little  time  to  suggest 
appropriate  witnesses  to  give  a  balanced  perspective. 

Now  let  me  turn  to  the  economics  of  this  issue.  Substantial  mis- 
information has  been  disseminated  by  opponents  of  a  minimum 
wage  increase  under  the  g^ise  of  economic  theory.  Much  of  the  con- 
cern expressed  about  the  economic  impact  of  an  increase,  particu- 
larly the  impact  on  small  business,  I  do  not  believe  stands  up  to 
objective  analysis.  Let  me  address  four  of  the  concerns  commonly 
put  forward. 

First,  those  who  argue  that  an  increase  in  the  minimum  wage 
will  devastate  their  businesses  have  in  the  past  already  coped  with 
much  higher  minimum  wage  levels  in  real  terms.  Economic  data 
clearly  demonstrate  that  time  has  long  passed  for  an  increase  in 
the  minimum  wage.  Indeed,  11  States  plus  the  District  of  Columbia 
already  have  legislated  minimum  wage  levels  above  the  current 
$4.25  per  hour. 

There  are  several  reasons  an  increase  is  overdue.  A  full-time  40- 
hour-a-week  employee  earning  the  minimum  wage  will  draw  an  an- 
nual income  of  $8,500.  The  1996  poverty  line  for  a  family  of  four 
is  $16,000.  The  proposed  90-cent  increase  would  add  only  $1,800 
annually,  keeping  the  minimum  wage  worker  still  well  below  the 
poverty  level  for  a  family  of  four. 

Since  enactment  of  the  Fair  Labor  Standards  Act  of  1938,  Con- 
gress has  raised  the  minimum  wage  17  times  and  has  sought  to 
maintain  the  minimum  wage  at  roughly  equal  to  50  percent  of  av- 


erage  hourly  earning.  Over  the  last  14  years  Congress  has  adjusted 
the  minimum  wage  only  twice.  As  a  proportion  of  the  average  hour- 
ly wage,  the  minimum  wage  is  at  its  lowest  level  ever.  If  Congress 
were  to  meet  its  objective  of  50  percent  of  the  average  hourly  earn- 
ings, today's  minimum  wage  would  be  $5.69  per  hour. 

The  minimum  wage  has  also  lost  g^rounds  in  terms  of  its  histori- 
cal purchasing  power.  If  Congress  raises  the  minimum  wage  by  90 
cents,  to  $5.15  per  hour,  the  minimum  wage  would  still  be  14  per- 
cent below  its  1979  level  of  purchasing  power.  If  Congress  does  not 
act  to  raise  the  minimum  wage  by  1997,  the  minimum  wage  will 
drop  to  its  lowest  purchasing  power  in  over  40  years. 

I  submit  for  the  record  a  chart  and  table  to  illustrate  these  two 
points  on  purchasing  power  and  average  hourly  earning. 

Second,  opponents  of  raising  the  minimum  wage  contend  that 
such  action  would  primarily  hurt  teenagers  who  would  lose  jobs 
and  be  denied  entry-level  employment  opportunities.  In  truth,  min- 
imum wage  earners  are  primarily  adults  age  20  and  older.  Accord- 
ing to  the  Bureau  of  Labor  Statistics,  nearly  70  percent  of  mini- 
mum-wage workers  are  in  this  age  category.  If  young  adults  age  18 
to  19  are  included,  BLS  reports  that  87  percent  of  minimum-wage 
earners  would  be  in  that  group. 

Further,  a  study  admittedly  by  the  Democratic  staff  of  the  Joint 
Economic  Committee  did  find  that  raising  the  minimum  wage  does 
not  cost  jobs  amongst  teenagers.  What  may  be  occurring  is  that 
teenagers  are  earning  more  money  with  the  raised  minimum  wage 
and  are  able  to  cut  back  the  number  of  hours  worked  to  spend 
more  time  studying  in  school,  yet  they're  still  earning  more. 

Third,  those  opposing  a  minimum  wage  increase  often  cite  a  re- 
cent study  done  by  two  economists,  David  Neumark  of  Michigan 
State  University  and  William  Wascher  of  the  Federal  Reserve. 
That  study  critiqued  an  earlier  Princeton  University  study  by 
David  Card  and  Alan  Krueger  who  had  compared  employment  ef- 
fects in  fast-food  restaurants  in  Pennsylvania  and  New  Jersey, 
when  New  Jersey  raised  the  minimum  wage  and  Pennsylvania  had 
not.  The  Princeton  study  found  that  employment  actually  in- 
creased. Neumark  and  Wascher  found  that  unemployment  in- 
creased when  they  used  payroll  data  that  had  been  submitted  to 
them  by  the  restaurant  association.  However,  when  Neumark  and 
Wascher  conducted  a  second  study  using  their  own  independent 
data,  they  too  found  that  employment  went  up  in  New  Jersey.  A 
separate  study  co-authored  by  Wascher  in  1995  concluded  that  in- 
creases in  the  minimum  wage  had  no  adverse  impact  on  teenage 
employment:  "A  striking  feature  of  most  of  these  studies,  including 
ours,  is  that  they  do  not  reveal  disemployment  effects  of  minimum 
wages  for  teenagers." 

As  for  further  concerns  amongst  professional  economists,  I  fre- 
quently hear  the  statement  that  all  economists  oppose  an  increase 
in  minimum  wage.  Well,  I  wish  to  submit  for  the  record  a  state- 
ment by  over  100  prominent  economists,  including  three  Nobel 
Laureates  who  support  an  increase  in  the  minimum  wage.  Their 
statement  in  part  says,  "We  believe  that  the  Federal  minimum 
wage  can  be  increased  by  a  moderate  amount  without  significantly 
jeopardizing  employment  opportunities." 


Fourth,  contrary  to  conventional  wisdom,  small  businesses  are 
not  dramatically  affected  by  an  increase  in  the  minimum  wage,  nor 
are  small  businesses  notably  concerned  about  it.  According  to  the 
SBA  Office  of  Advocacy,  fewer  than  10  percent  of  small  businesses 
will  be  affected  by  an  increase  in  the  minimum  wage.  Most  small 
businesses  pay  above  the  minimum  wage  in  order  to  attract  good 
workers.  Moreover,  most  small  businesses  are  exempt  from  mini- 
mum wage  legislation.  Those  businesses  with  receipts  of  less  than 
$500,000  do  not  have  to  pay  employees  minimum  wage  unless  that 
employee  is  involved  in  interstate  commerce,  such  as  a  truck  driv- 
er, but  only  that  employee  would  be  subject  to  minimum  wage. 

A  notable  point  regarding  the  importance  of  the  minimum  wage 
issues  to  small  business  generally  is  the  result  of  a  call  for  policy 
recommendations  from  small  businesses  themselves  at  last  year's 
White  House  Conference  on  Small  Business.  In  an  issues  paper  for 
the  Conference,  SBA  brought  to  the  attention  of  tens  of  thousands 
of  small  business  owners  the  fact  that  bills  have  been  introduced 
in  Congress  to  raise  the  minimum  wage.  Despite  this  issue  being 
brought  to  the  attention  of  small  businesses  attending  the  White 
House  Conference  on  Small  Business,  the  top  403  recommendations 
coming  from  the  regional  conferences  to  be  considered  at  the  Na- 
tional Conference  did  not  include  the  minimum  wage  issue.  This 
was  not  even  on  the  radar  screen  of  the  small  business  community. 

Aj^ain,  Madam  Chair,  I'm  concerned  that  these  hearings  are  not 
confronting  the  issues  before  us  in  as  balanced  a  way  as  they 
should.  But  when  Congress  is  engaged  in  considering  and  voting  on 
legislation  that  affect  so  many  Americans,  we  have  an  obligation 
and  responsibility  to  consider  a  full  array  of  views.  This  is  espe- 
cially true  on  an  issue  as  critical  as  the  minimum  wage,  which  will 
have  such  a  substantial  impact  on  all  working  Americans.  Because 
of  that,  that's  one  of  the  reasons  I  gave  a  mucn  more  lengthy  open- 
ing statement  than  I  traditionally  do.  I  thank  the  Chair  for  her  in- 
dulgence. 

Chair  Meyers.  Thank  you,  Mr.  LaFalce.  I'm  not  going  to  debate 
the  issue  now.  I  would  like  to  gently  defend  myself,  if  I  may.  Be- 
cause  

Mr.  LaFalce  Gently. 

Chair  Meyers,  [continuing.]  because  I  remember  that  a  couple  of 
years  ago  I  used  to  always  complain  that  we  were  notified  late  and 
that  the  hearings  weren't  balanced,  and  you  would  gently  defend 
yourself. 

But  I  really  think  that  I  must  remind  Mr.  LaFalce  that  this  is 
the  Small  Business  Committee,  and  we  wanted  to  try  to  give  small 
business  an  opportunity  to  state  what  was  on  their  minds  with  re- 
spect to  the  minimum  wage.  As  far  as  our  two  Republican  Mem- 
bers of  Congress  are  concerned,  they  asked  to  testify  before  the 
Committee  yesterday  morning.  I  did  not  actually  determine  when 
thev  would  speak  and  how  they  would  speak  until  yesterday  noon, 
and  we  told  you  immediately. 

Mr.  LaFalce.  Madam  Chair,  the  point  remains  that 

Chair  Meyers.  I'm  not  sure  you're  allowed  a  rebuttal  on  a  gentle 
defense. 

Mr.  LaFalce.  How  about  a  gentle  rebuttal? 

Chair  Meyers.  All  right.  A  very  gentle  rebuttal. 


We  will  start  with  Dr.  Martin  Regalia,  who  is  Vice  President  and 
Chief  Economist  at  the  U.S.  Chamber  of  Commerce. 

Mr.  PosHARD.  Madam  Chair. 

Chair  Meyers.  Yes. 

Mr.  PosHARD.  May  I  ask  unanimous  consent  to  submit  an  open- 
ing statement  for  the  record? 

Chair  Meyers.  Yes.  Thank  you  for  reminding  me,  Mr.  Poshard. 
Without  objection,  so  ordered.  All  Members  who  wish  to  submit  an 
opening  statement  will  be  able  to  do  so.  Dr.  Regalia. 

[Mr.  Poshard's  statement  may  be  found  in  the  appendix.] 

TESTIMONY  OF  DR.  MARTIN  REGALIA,  VICE  PRESIDENT  AND 
CHIEF  ECONOMIST,  U.S.  CHAMBER  OF  COMMERCE 

Dr.  Regalia.  Madam  Chairman,  members  of  the  Committee, 
thank  you  very  much.  My  name  is  Martin  Regalia,  and  I'm  Vice 
President  for  Economic  Policy  and  the  Chief  Economist  for  the  U.S. 
Chamber  of  Commerce.  The  U.S.  Chamber  of  Commerce  represents 
215,000  businesses,  70  percent  of  whom  have  10  employees  or  less. 
We  appreciate  the  opportunity  to  appear  before  you  this  morning 
to  discuss  an  increase  in  the  minimum  wage,  on  the  economy  and 
on  small  business  in  particular,  and  we  commend  you  for  holding 
these  hearings. 

Proponents  of  increasing  the  minimum  wage  claim  that  doing  so 
will  raise  the  living  standard  for  those  at  the  bottom  of  the  income 
distribution,  thereby,  reducing  the  inequity  and  helping  society's 
disadvantaged  climb  the  economic  ladder.  While  it's  hard  to  quibble 
with  such  a  laudable  goal,  and  in  fact  we  don't  quibble  with  the 
goal,  economic  theory,  the  overwhelming  body  of  empirical  eco- 
nomic evidence,  and  just  plain  common  sense  strongly  suggest  that 
raising  the  minimum  wage  will  not  achieve  these  desired  effects. 
Indeed,  raising  the  minimum  wage  will  likely  lead  to  loss  of  jobs, 
increased  unemployment— especially  among  the  groups  that  you 
least  want  to  infect — and  will  cause  higher  inflation.  The  costs  of 
such  action  will  fall  disproportionately  on  small  businesses  that 
employee  the  majority  of  minimum-wage  workers  and  will  result  in 
a  significant  unfunded  mandate  on  State  and  local  governments.  In 
short,  the  minimum  wage  increase  will  not  achieve  its  desired 
goals,  it  has  severe  negative  side  affects;  and  most  importantly, 
there  are  viable  alternatives  that  are  less  costly  and  more  effective. 
As  a  result,  we  think  it's  just  simply  bad  policy. 

Before  we  can  fully  understand  the  impact  of  the  change  in  the 
minimum  wage,  we  have  to  understand  whom  we're  really  talking 
about;  and  there  are  a  variety  of  different  ways  to  cut  the  statis- 
tics. I  think  it  was  Disraeli  who  said  long  ago,  there  are  lies,  damn 
lies,  and  statistics;  and  I  think  that  we  prove  that  every  day  when 
we  get  in  here  and  try  to  debate  the  numbers. 

But  when  you  look  at  who  is  really  the  typical  minimum-wage 
worker,  it's  a  young  person,  it's  a  female  person,  it's  generally  a 
single  person,  and  it's  generally  a  part-time  worker.  In  fact,  the 
data  for  1995  from  the  Bureau  of  Labor  statistics  points  out,  that 
while  2.3  of  the  3.6  or  3.7  million  minimum-wage  workers  are 
women,  that  only  765,000  of  those,  33  percent  of  the  women  em- 
ployed work  full-time. 


So,  this  myth  that  what  we're  really  talking  about  is  a  full-time 
worker  who  is  trying  to  feed  a  family — ^he  or  she  are  trying  to  feed 
a  family  of  four  on  a  minimum  wage,  just  doesn't  comport  with  who 
actually  is  at  the  minimum  wage. 

So,  when  we  look  at  these  data,  what  they  really  imply  is  that 
trying  to  help  the  poor  by  helping  all  minimum-wage  workers  it's 
dealing  with  two  really  distinct  sets.  They  aren't  one  and  the  same 
people.  A  great  many  of  the  minimum-wage  workers  are  second 
wage  earners  in  a  family,  many  of  them  are  teenagers.  As  a  result, 
even  if  you  could  raise  the  minimum  wage  effectively  without  any 
negative  employment  effect,  it's  an  inefficient  way  to  help  this  class 
of  people.  You  end  up  spending  the  $3  to  get  $1  of  impact,  and 
that's  just  bad  public  policy  when  there  is  an  alternative  that  does 
it  much  more  efficiently. 

So,  we  clearly  think  that  while  there  are  groups  that  need  to  be 
helped  and  while  it's  good  public  policy  to  help  these  groups,  there 
are  just  better  ways  to  do  it. 

When  it  comes  to  economic  theory,  the  effect  of  the  minimum 
wage  is  very  straightforward.  In  a  competitive  market,  setting  a 
minimum  wage  higher  than  the  market  wage  will  result  in  a  drop 
in  the  quantity  of  labor  demanded.  The  higher  wage  encourages 
managers  to  economize  on  a  number  of  jobs  and/or  on  the  number 
of  hours  that  minimum-wage  workers  are  employed. 

In  addition,  managers  will  be  encouraged  to  fill  those  jobs  that 
remain  with  employees  that  posses  a  higher  skill  level.  So,  in  es- 
sence, what  you  do  is  pit  the  low-skilled  worker  against  the  un- 
sldlled.  Thus,  raising  the  minimum  wage  above  the  market  price 
effects  the  least  productive  workers  in  the  market. 

In  short,  these  negative  effects  of  increasing  the  minimum  wage 
tend  to  fall  on  those  least  able  to  deal  with  them:  The  uneducated 
and  the  unskilled.  These  negative  effects  also  have  long-term  con- 
sequences. By  preventing  unskilled  workers  from  gaining  experi- 
ence. Increases  in  the  minimum  wage  subject  these  workers  to  a 
"Catch  22"  phenomenon.  They  can't  get  the  experience  that  an 
entry-level  job  would  provide,  because  they  don't  have  the  experi- 
ence to  qualify  for  that  entry-level  job  at  the  higher  minimum 
wage. 

Because  the  negative  impacts  falls  disproportionately  on  the 
least  productive  and  lowest-skilled  workers,  these  negative  impacts 
will  have  correspondingly  disproportionate  demographic  regional 
and  industry  impacts.  That  is,  the  loss  of  jobs  will  be  greater 
among  those  demographic  groups  that  are  disproportionately  rep- 
resentative in  the  minimum  wage.  The  loss  of  jobs  will  be  con- 
centrated in  those  regions  of  the  country — like  the  South — where 
the  minimum  wage  work  force  is  a  more  important  part  of  the 
work  force — and  finally  the  loss  of  jobs  owing  to  increased  labor 
costs  will  be  concentrated  in  those  industries  that  employee  a  high- 
er percentage  of  low-skilled  minimum-wage  workers.  Oi  the  3.6  or 
3.7  million  minimum-wage  workers,  better  than  half  of  them  are 
employed  in  firms  with  fewer  than  a  hundred  employees.  So,  you're 
really  talking  about  small  businesses  when  you're  talking  about 
who  employees  minimum-wage  workers. 

Now,  while  the  economic  theory  gives  us  a  clear  direction  as  to 
what  will  happen  if  we  were  to  increase  the  minimum  wage,  it  says 
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little  about  the  magnitude  of  these  effects;  and  for  this,  we  really 
have  to  turn  to  empirical  research.  There  are  virtually  scores  of 
studies  that  have  been  done  on  the  employment  effects  of  the  mini- 
mum wage,  and  many  of  these  studies  nave  focused  on  employment 
effects  of  specific  demographic  g^roups,  such  as  teenagers  or  specific 
industries. 

In  the  case  of  teenagers,  the  overwhelming  majority  of  these 
studies,  suggest  that  something  like  a  10  percent  increase  in  the 
minimum  wage  would  result  in  a  decline  of  teenage  employment  of 
between  1  and  3  percent. 

Now,  as  we've  heard  today,  these  studies  aren't  unanimous. 
There  are  studies  that  find  other  employment  effects,  but  when  you 
weigh  the  preponderance  of  the  data,  there  are  literally  scores  of 
studies  on  one  hand  versus  one  study  on  the  other  that  has  been 
challenged  repeatedly  on  the  veracity  of  the  data  and  on  the  meth- 
odology that  was  employed  in  the  study.  Now,  we  could  argue  that 
on  into  night,  but  if  you  just  look  at  the  preponderance  of  evidence, 
it's  clear.  Increases  in  the  minimum  wage  cost  jobs,  and  they  cost 
jobs  among  the  least  fortunate. 

In  addition  to  the  loss  of  jobs,  an  increase  in  the  minimum  wage 
would  also  create  a  substantial  unfunded  mandate.  CBO  estimated 
that  a  proposed  90-cent  increase  in  the  minimum  wage  would  re- 
sult in  $1  billion  of  additional  cost  to  State,  local,  and  tribal  gov- 
ernments by  the  year  2000,  and  this  is  an  amount  that  clearly  ex- 
ceeds the  $50  million  threshold  for  these  type  of  mandates. 

Now  as  I  said,  the  most  important  aspect  I  think  of  the  whole 
minimum  wage  debate  is  that  there  are  alternative  ways  to  get  the 
same  conclusion.  It  is  one  of  the  most  unfortunate  aspects  of  the 
debate,  that  we  ignore  these  alternative  policies  when  we  really 
should  be  focusing  on  them  as  viable  alternatives,  targeted  tax  poli- 
cies— whether  they  be  the  earned  income  tax  credit  or  a  payroll  tax 
credit — would  more  specifically  target  those  demographic  gfroups 
that  you're  trying  to  help;  and  do  so  in  a  way  that  doesn't  create 
the  unemployment  dislocations  that  increases  in  the  minimum 
wage  do  in  a  fluid-labor  market. 

I  think  the  costs  of  achieving  a  targeted  income  redistribution, 
through  the  tax  code,  should  also  be  bom  by  the  society  as  a  whole 
rather  than  levied  on  a  particular  segment  of  the  industry,  namely, 
small  businesses  whose  only  apparent  crime  is  to  give  the  unskilled 
their  first  chance  to  startup  the  economic  ladder. 

So,  often  when  economics  is  brought  to  bear  on  a  political  ques- 
tion, it's  the  case  that  the  answers  are  so  indefinite  and  so  full  of 
caveats  as  to  be  useless.  Equivocation  seems  to  be  the  rule,  and 
phrases  such  as,  "on  the  one  hand"  and  "on  the  other"  are  recited 
like  a  mantra. 

I  don't  think  this  is  the  case  in  the  minimum  wage  debate.  In 
this  instance,  the  economics  are  clear.  Raising  the  minimum  wage 
will  not  achieve  the  desired  end,  will  lead  to  less  employment — ^par- 
ticularly among  the  unskilled  and  inexperienced — and  will  impose 
unnecessary  costs  on  the  economy,  particularly  small  businesses 
that  employ  the  unskilled.  Moreover,  when  there  is  an  acceptable 
alternative  that  will  be  more  effective,  more  efficient,  and  have 
fewer  side  effects;  it  just  seems  that  good  economics  and  good  poli- 
tics could  focus  in  on  that. 


In  the  long  run,  the  only  thing  that  can  boost  real  wages  is  pro- 
ductivity growth.  Productivity  growth  requires  additions  to  capital, 
both  physical  capital  and  human  capital.  The  only  way  that  many 
unskilled  workers  can  add  to  their  human  capital  is  through  edu- 
cation, training,  and  most  importantly  experience.  That's  just  what 
they  won't  get,  if  an  increase  in  the  minimum  wage  takes  their  job. 
Thank  you  very  much. 

[Dr.  Regalia's  statement  may  be  found  in  the  appendix.] 
Chair  Meyers.  Thank  you  very  much.  Dr.  Regalia.  Our  next  wit- 
ness is  Mr.  Taalib-Din  Uqdah,  Co-Owner  of  Cornrows  &  Co.  He  is 
testifying  on  behalf  of  himself,  of  course,  and  the  Small  Business 
Survival  Committee.  Mr.  Uqdah. 

TESTIMONY  OF  TAALIB-DIN  UQDAH,  CO-OWNER,  CORNROWS  & 

CO. 

Mr,  Uqdah.  Madam  Chairwoman,  members  of  the  Committee, 
my  name  is  Taalib-Din  Uqdah.  I  am  the  Co-Owner  of  Cornrows  & 
Co.,  a  hair  braiding  salon  located  in  Washington,  DC.  Given  the  di- 
rect impact  of  the  proposed  unfunded  mandate  on  small  business 
operations,  I  thank  this  Committee  on  small  business  for  the  oppor- 
tunity to  appear  before  you  today.  I  think  it  is  vitally  important 
that  the  U.S.  Congress  hear  from  small  business  owners,  like  me, 
giving  us  a  voice  in  this  process. 

Over  the  last  16  of  the  22  years  that  I  have  been  self-employed, 
I  have  discovered  that  one  of  the  biggest  obstacles  to  small  busi- 
ness growth  is  simply  Government  interference.  I  have  spent  12  of 
those  years  just  fighting  State  governments  alone  for  the  right  to 
operate  my  business  in  the  United  States,  free  of  nonsensical  bu- 
reaucratic regulations.  Now  this,  another  unfunded  mandate. 

I  oppose  not  only  an  increase  in  the  starting  wage,  but  a  man- 
dated starting  wage  period.  It  represents  another  death  nail  in  the 
coffin  of  the  United  States'  free  enterprise  system  and  makes  a 
mockery  of  the  notion  that  we  can  produce,  manufacturer,  and  ex- 
change goods  and  services  free  of  Government  regulation  and  inter- 
ference. Because  of  Federal  legislation  the  free  market  system  no 
longer  exists  and  as  a  champion  of  that  system,  I  oppose  a  man- 
dated starting  wage,  and  I  most  definitely  oppose  an  increase  in 
that  wage. 

By  forcing  me  to  pay  a  mandated  minimum  wage  with  no  consid- 
eration given  to  my  business  operations,  market  conditions,  or  fea- 
sibility studies;  not  only  does  the  Federal  Government  imply  its 
distrust  of  me  as  a  business  person;  but  it  also  says  that  as  an  em- 
ployer, I  am  not  caring,  capable,  compassionate,  conscious,  or  pro- 
fessional enough  to  evaluate  my  workers  and  substantiate  their  in- 
comes accordingly.  I  must  have  those  terms  dictated  to  me. 

This  Congress  is  willing  to  risk  the  employment  of  low-skilled 
people,  the  purported  beneficiaries  of  the  proposed  wage  hike,  for 
a  few  fleeting  moments  of  glory  in  the  upcoming  1996  elections.  An 
unconsciousable  tradeoff  to  the  entry-level  American  worker. 

For  the  people  of  the  District  of  Columbia,  the  impact  of  a  man- 
dated wage  hike  will  have  implications  well  beyond  the  political 
grandstanding  of  those  interested  in  creating  "feel  good  election 
year  legislation." 
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First,  minimum-wage  workers  know  that  the  more  they  earn,  the 
more  the  Federal,  State,  county,  and/or  local  governments  will 
claim  for  taxes. 

Second,  while  the  impact  of  the  wage  hike  on  the  take-home  pay 
would  be  negligible  for  minimum-wage  earners,  the  impact  of  the 
mandate  on  employers  would  be  substantial.  As  payroll  dollars  in- 
crease, so  does  employers'  cost  for  workers  compensation,  social  se- 
curity. Medicare,  and  both  Federal  and  local  unemployment  com- 
pensation. 

Third,  and  this  is  very  important,  under  existing  law,  businesses 
operating  in  the  District  of  Columbia  are  forced  to  pay  a  minimum 
wage  $1  above  the  Federal  rate.  Currently  in  DC,  unskilled  em- 
ployees' wages  start  at  $5.25  an  hour.  If  Congress  mandates  Presi- 
dent Clinton's  proposal  to  raise  the  starting  wage  by  90  cents,  I 
would  be  forced  to  pay  an  untrained,  unskilled  worker  $6.15  per 
hour. 

How  can  I  afford  to  bring  in  an  unskilled  worker  when  for  the 
duration  of  the  training  period  they  generate  no  revenue  at  all? 
What  if  this  employee  leaves  during  the  training  period?  What 
about  my  losses?  Where  is  my  incentive  to  hire  an  unskilled  em- 
ployee who  requires  extensive  and  intensive  training,  generates  no 
revenue  while  costing  me  at  a  bear  minimum,  $50  a  day? 

The  District  of  Columbia's  current  starting  wage  at  a  rate  higher 
than  the  Federal  mandate  already  forces  me  and  other  employees 
to  close  the  door  on  applicants  unqualified  to  do  the  job  at  $5.25 
an  hour.  Am  I  now  to  assume  that  these  same  individuals  are  now 
more  qualified  to  do  the  same  job  at  $6.15  an  hour? 

Having  lived  under  the  District's  mandated  $5.25  an  hour  mini- 
mum wage  law  since  October  1993,  I  am  here  with  expert  testi- 
mony that  says  I  have  not,  can  not,  and  will  not,  hire  unskilled  ap- 
plicants at  any  minimum  wage  that  is  not  in  keeping  with  good 
sound  business  practices. 

The  cost  of  their  employment  would  be  too  great  a  burden  for  my 
business  to  bear.  It  would  be  and  has  been  more  cost  effective  for 
me  to  hire  a  skilled  worker,  pay  them  more  than  the  unskilled 
worker,  and  watch  as  the  skilled  employee  generates  at  least  three 
times  the  revenue  that  an  unskilled  employee  ever  could. 

Further,  the  mandated  starting  wage  implies  that  competitive 
market  place  economics  does  not  work,  and  that's  simply  not  true. 
In  every  industry  there  is  a  compelling  need  to  keep  qualified  em- 
ployees, and  quality  employees  are  paid  based  on  their  productivity 
and  work,  not  some  arbitrary  number  selected  by  politicians. 

I  started  all  of  my  employees  at  the  minimum  wage.  After  a 
training  period  in  which  they  increased  their  skills,  I  increased 
their  salary.  Now  all  of  my  employees  earn  well  above  the  mini- 
mum wage.  The  point  is,  I  increased  my  employees'  salaries,  not 
because  the  Grovemment  commands  me  to  do  so,  but  because  my 
employees  earned  their  salary  increases. 

I  and  other  employers  don  t  need  this  Congress  or  the  President 
of  the  United  States  micromanaging  our  businesses.  The  question 
now  becomes:  Where  is  my  "feel  good  legislation?"  Where  are  the 
incentives  and  initiatives  that  induce  me  to  hire  more  workers, 
open  more  establishments,  invest  in  the  District's  stagnant  econ- 
omy? 
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Since  there  are  those  who  think  they  can  run  my  business  better 
than  I  can,  here  are  my  keys.  My  business  is  now  yours.  Now  the 
question  becomes:  What  are  you  going  to  do  to  make  this  increase 
more  palatable  for  the  small  business  owner  already  besieged  by 
taxes  and  burdened  by  regulations? 

A  federally  mandated  minimum  wage  implies  that  without  the 
Federal  Government's  interference,  the  American  worker  earning 
the  starting  wage  would  be  at  risk. 

It  further  views  me  as  some  cold,  heartless,  money  grubbing, 
tightwad  who  has  become  the  scourge  of  the  Earth,  looking  to  rip 
off  my  dim-witted  counterpart,  the  minimum-wage  earner  at  every 
opportunity;  that  I  purposely  go  out  and  seek  to  gain  the  most  for 
the  least,  always  looking  for  the  upper  hand,  and  that  the  role  of 
my  Grovernment  is  now  that  of  a  protector  to  Poor  Little  Red  Riding 
Hood  from  the  Big  Bad  Wolf  Well,  Little  Red  Riding  Hood  may 
have  had  a  job  and  been  at  work  instead  of  out  frolicking  in  the 
woods,  if  the  Federal  minimum  wage  had  not  been  mandated. 

Please  don't  misunderstand  me  or  misconstrue  my  comments.  I 
am  not  saying,  nor  am  I  suggesting  that  this  new  wage  hike  pro- 
posal has  started  this  country  down  the  road  to  economic  ruin,  I 
am  not.  I  am  not  saying  that  at  all.  That  clearly  started  when  the 
First  Congress  decided  that  it  had  to  regulate  business  in  this 
country. 

However,  what  I  am  saying  is  this:  We  need  a  system  that  sup- 
ports a  free  market  economy  and  increases  business  growth,  oppor- 
tunity, and  employment  for  all  Americans.  I  urge  this  Committee 
and  this  Congress  to  oppose  an  increase  in  the  minimum  wage. 

Again,  I  thank  the  Committee,  and  I  look  forward  to  answering 
any  questions  that  you  might  have. 

[Mr.  Uqdah's  statement  may  be  found  in  the  appendix.] 

Chair  Meyers.  Thank  you,  Mr.  Uqdah,  for  your  testimony.  Our 
next  witness  is  Mr.  Bruce  Bartlett,  and  he  is  a  Senior  Fellow  at 
the  National  Center  for  Policy  Analysis.  Mr.  Bartlett. 

TESTIMONY  OF  BRUCE  BARTLETT,  SENIOR  FELLOW, 
NATIONAL  CENTER  FOR  POLICY  ANALYSIS 

Mr.  Bruce  Bartlett.  Thank  you.  You  have  my  statement.  So, 
in  the  interest  of  time,  I  would  like  to  confine  my  oral  remarks  to 
responding  to  a  few  things  that  Mr.  LaFalce  said. 

Mr.  LaFalce.  Mr.  Bartlett,  before  you  do  that,  just  listen.  Did 
you  work  for  Jack  Kemp  at  one  time? 

Mr.  Bartlett.  Yes,  I  did.  We  knew  each  other  then. 

Mr.  LaFalce  said  the  higher  minimum  wages  in  the  past — real 
increases — ^have  not  had  demonstrable  negative  effects  on  busi- 
nesses, but  there  is  just  a  vast  amount  of  economic  literature  show- 
ing the  opposite. 

Every  single  increase  in  minimum  wage  that's  ever  been  enacted 
since  1937  has  been  intensively  studied  by  economists,  and  I  in- 
cluded in  my  testimony  as  an  appendix  a  list  of  21  articles  that  ap- 
peared in  the  most  prestigious  economic  journals  in  the  United 
States.  None  of  this  research  was  funded  by  any  industries.  All 
were  refereed  by  other  economists  who  pass  tne  Giood  House  Keep- 
ing Seal  of  approval.  As  an  economist,  I  simply  have  to  rely  on 
these  kinds  of  studies  rather  than  say,  "anecdotal  evidence." 
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Another  thing  Mr.  LaFalce  said  is  that  minimum  wage  workers 
are  primarily  adults,  and  this  is  correct.  But  the  implication,  I 
think,  somehow  is  that  because  most  of  these  adult  workers  don't 
tend  to  suffer  the  kind  of  unemployment  effects  fi-om  the  minimum 
wage  that  economists  have  identified  for  teenagers,  that  there's  no 
effect  on  them  at  all. 

But,  in  fact,  there  are  a  number  of  studies  that  show  that  even 
with  adult  workers  there  are  very  important  effects  in  terms  of,  for 
example,  employers  cutting  back  on  benefits,  cutting  back  on  train- 
ing, cutting  back  on  hours,  and  things  of  this  sort  as  ways  to  re- 
spond and  deal  with  the  higher  cost  associated  with  the  higher 
minimum  wage  that  do  have  very  important  effects  on  workers, 
even  adult  workers. 

You  also  said  that  Neumark  and  Wascher,  the  two  economists 
most  recently  associated  with,  shall  we  say  "the  anti-minimum 
wage  position,"  have  done  a  study  that  does  not  contradict  the 
Card-Krueger  study. 

Well,  I'll  just  quote  from  a  letter  that  David  Neumark  wrote  to 
the  Wall  Street  Journal  on  May  8,  in  which  he  said,  'Thus  our  re- 
sults which  are  based  on  payroll  records  obtained  from  the  res- 
taurants and  indicate  the  total  hours  declined  in  New  Jersey  after 
the  1992  minimum  wage  increase  are  strongly  at  odds  with  the 
Card  and  Krueger  results,  which  are  based  on  telephone  surveys." 

We  can  talk  more  about  the  flaws  in  the  Card  and  Krueger 
study,  but  I  would  just  emphasize  the  point  that  Marty  made  that 
the  vast,  vast  bulk  of  economic  research  has  always  shown  that  in- 
creases in  the  minimum  wage  reduce  employment.  I  would  just  like 
to  emphasize  that  we're  talking  about  reduced  employment  rather 
than  unemployment,  because  there's  a  subtle  but  important  dif- 
ference. 

Past  increases  in  minimum  wage  have  not  tended  to  lead  busi- 
nesses to  fire  workers  that  they  already  have  on  staff  earning  the 
minimum  wage.  What  they  tend  to  do  is  reduce  hiring  of  new  work- 
ers. They  simply  don't  create  opportunities,  emplo3rment  situations, 
that  would  otherwise  have  been  the  case. 

In  the  New  York  Times  an  editorial  about  a  month  ago  conceded 
that  a  100,000  jobs  would  be  lost.  The  Times  felt  that  this  was  a 
small  price  worth  paying.  I  think  that's  the  way  the  supporters  of 
the  minimum  wage  should  put  it,  rather  than  trying  to  argue  that 
there  would  be  no  employment  effect  at  all. 

Finally,  Mr.  LaFalce  referred  to  a  letter  or  a  petition  signed  bv 
a  hundred  economists,  including  some  Nobel  Prize  winners.  Well, 
you  can  find  a  hundred  economists  who  will  say  that  the  Earth  is 
flat  too  if  you  try  hard  enough. 

But  a  survey  done  by  the  University  of  New  Hampshire  in  1993 
surveyed  a  large  number  of  economists,  they  found  77  percent 
thought  that  raising  the  minimum  wage  was  a  bad  idea  that  would 
increase  unemployment,  and  there  are  a  number  of  Nobel  Prize 
winners  who  were  quoted  in  the  Wall  Street  Journal  a  few  weeks 
ago  who  agreed  with  this  point  of  view. 

I  don't  know  if  one  cancels  out  the  other.  You'll  have  to  make 
your  own  judgment  about  that.  But  I'll  simply  submit  my  state- 
ment for  the  record  and  stop  there. 

[Mr.  Bartlett's  statement  may  be  found  in  the  appendix.] 
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Chair  Meyers.  Our  next  witness  is  Audrey  Haynes,  and  she's  the 
Executive  Director  of  the  Business  and  Professional  Women/USA, 
and  she's  also  the  Owner  of  Kelly's  Garden  Cafe  in  Frankfort,  Ken- 
tucky. Ms.  Haynes 

TESTIMONY  OF  AUDREY  TAYSE  HAY>fES,  EXECUTIVE 
DIRECTOR,  BUSINESS  AND  PROFESSIONAL  WOMEN  USA 

Ms.  Haynes.  Yes,  thank  you- 


Mr.  LaFalce.  If  I  may  add,  the  one  witness  of  the  five  that  we 
requested  that  you've  agreed  to  have  testified  today,  thank  you. 

Ms.  Haynes.  Thank  you. 

Chair  Meyers.  You  may  proceed. 

Ms.  Haynes.  Thank  you,  very  much.  Congresswoman  Meyers 
and  members  of  the  Committee,  I  thank  you  for  the  opportunity  to 
contribute  to  today's  testimony.  As  you  stated,  I'm  Audrey  Haynes, 
Executive  Director  for  Business  and  Professional  Women/USA.  It's 
a  nonpartisan  organization,  and  we  represent  about  70,000  work- 
ing women  in  this  country.  We  have  more  2,000  local  organizations, 
local  chapters,  at  least  one  in  every  Congressional  district  through- 
out the  United  States.  We  work  to  achieve  economic  equity  for  all 
working  women  in  the  workplace.  I  also  am  a  small  business  owner 
in  Frankfort,  Kentucky. 

Most  of  our  BPW  members  would  be  affected  by  an  increase  in 
the  minimum  wage.  One-third  of  our  members  are  small  business 
owners  while  others  are  corporate  managers,  professionals,  and 
even  hourly  workers.  We  know  all  to  well  who  works  in  low-income 
jobs:  It's  women.  In  fact,  more  than  3  out  of  every  5  workers  earn- 
ing the  minimum  wage — and  it's  been  clearly  been  stated — are 
women. 

These  women  are  struggling  to  support  their  families  to  avoid 
having  to  rely  on  the  Government  for  their  next  meal.  Yet  the  cur- 
rent minimum  wage  falls  well  short  of  enabling  them  to  be  self-suf- 
ficient. At  $8,500  a  year,  these  employees  are  often  just  referred  to 
as  low-wage  workers.  If  they  can  survive  on  that,  then  I  call  them 
"miracle  workers." 

Although  some  say  that  the  Government  has  no  place  in  setting 
a  minimum  wage — that  the  free  market  should  decide  wages — we, 
as  business  and  professional  women,  recognized  that  for  all  too 
long  the  fi-ee  market  doesn't  work  the  same  way  for  women  and  mi- 
norities as  it  works  for  men.  Congress  has  recognized  this  as  well. 
After  all,  this  body  did  enact  the  Equal  Pay  Act  of  1963  and  Title 
VII  of  the  1964  Civil  Rights  Act,  which  we  sincerely  appreciate. 
However — I  just  want  to  bring  to  everyone's  attention  today  that 
the  free  market  still  doesn't  recognize  the  Equal  Pay  Act.  Because 
as  women,  we  still  make  72  cents  on  every  dollar  made  by  our  male 
counterparts.  The  Government  does  have  a  role  to  play  in  prevent- 
ing discrimination  and  ensuring  equal  treatment.  Without  a  livable 
wage  standard,  members  of  disadvantaged  groups  will  be  forced  to 
work  for  less  and  less. 

For  these  and  other  reasons,  during  BPWs  national  board  of  di- 
rectors meeting  last  February  and  again  later  last  July,  the  entire 
convention  body  overwhelmingly  passed  a  resolution  supporting  an 
increase  in  the  minimum  wage  to  $5.15  an  hour. 
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A  lot  of  thought  went  into  that  resolution,  because  as  an  organi- 
zation in  which  a  third  of  our  members  are  small  business  owners, 
the  last  thing  we'd  want  to  do  is  to  support  any  legislation  leading 
to  the  decline  of  viable  small  business  in  this  country.  But  our 
members  know  that  is  not  what  will  happen  if  you  increase  the 
minimum  wage.  In  fact,  they  share  the  same  views  of  70  to  85  per- 
cent— according  to  which  survey  you  look  at — of  Americans  nation- 
wide who  are  supporting  the  minimum  wage.  To  get  70  to  85  per- 
cent of  Americans  to  agree  on  anything  is  pretty  good. 

Joyce  Draper  is  a  BPW  member.  She  owns  a  chain  of  car  wash 
outlets  in  Mooresville,  North  Carolina.  She  frequently  speaks  out 
and  says  she  supports  raising  the  minimum  wage.  She's  very  open 
about  that.  So  does  Fern  Denholm,  who  owns  a  flower  shop  next 
door  in  Virginia.  Joyce  Hart  from  Albany,  New  York,  is  the  owner 
of  an  insurance  agency.  All  of  these  women  support  an  increase  in 
the  minimum  wage  and  have  been  small  business  owners  for  a 
number  of  years. 

Just  recently  I  learned  that  Barbara  Harrelson  of  Arizona  is  out- 
spoken in  favor  of  increasing  the  minimum  wage.  She's  general 
manager  of  Safford  Valley  Cotton  growers.  It's  a  cotton  processing 
cooperative  in  Safford,  Arizona.  Her  company  employees  20  to  75 
employees,  depending  on  the  time  of  the  year,  several  of  whom 
earn  between  $4.25  and  $5.15  an  hour.  Barbara  says  that  though 
they  would  feel  the  increased  labor  costs  early  on,  just  like  all 
small  businesses  would,  their  profits  would  not  suffer  in  the  long 
run.  Because  one  of  the  interesting  things  she  pointed  out  to  us  is 
that  the  last  time  the  minimum  wage  went  up  the  productivity  of 
their  workers  increased.  These  people  were  so  excited,  and  it  actu- 
ally helped  the  bottom  line  of  their  company. 

Barbara  says,  "Our  workers  take  more  pride  in  their  work  when 
they  can  better  feed  their  families.  I  can't  think  of  anything  worse 
than  a  female  or  male  head  of  household  who  goes  to  work  day 
after  day  and  can't  feed  their  family.  This  is  a  family  issue,  and 
we  have  to  think  beyond  short-term  profits  of  today  toward  the  fu- 
ture of  American  families." 

As  I  stated  earlier,  I  share  Barbara's  views.  My  husband  and  I 
own  and  operate  Kelly's  Garden  Cafe  in  our  hometown  of  Frank- 
fort. We  employee  three  workers  year  round  plus  two  or  three  part- 
time  seasonal  workers  during  our  busiest  period,  which  we're 
thankfully  heading  into  right  now.  We  currently  pay  our  workers 
just  above  the  minimum  wage.  We  do  so  because  we  value  them, 
and  we  recognize  that  paying  them  the  lowest  legal  wage  is  not  the 
best  way  to  demonstrate  that,  nor  is  it  the  best  way  to  cultivate 
loyalty  and  avoid  high  turnover  rates. 

We  want  to  pay  them  more,  but  because  our  competitors  choose 
to  pay  their  workers  at  or  near  the  minimum  wage  we  can't  raise 
their  salaries,  or  we  just  can't  compete. 

Just  a  few  months  ago,  a  Subway  sandwich  shop,  part  of  very 
large  national  franchise  chain,  moved  next  door  to  us.  Not  only  do 
they  pay  their  workers  at  or  near  the  minimum  wage,  they  are  able 
to  buy  their  food  in  much  larger  quantities  than  we  are.  Of  course, 
they  have  a  real  edge,  because  they  enjoy  universal  name  recogni- 
tion, which  unfortunately  Kelly's  Garden  doesn't.   I'm  sorry  this 
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wasn't  going  to  be  on  C-SPAN.  You  see,  I  thought  we'd  get  free 
publicity. 

These  factors  give  Subway  a  competitive  advantage,  of  course; 
and  if  the  Federal  minimum  wage  were  to  be  increased,  our  work- 
ers would  get  a  raise  without  it  placing  us  at  a  disadvantage  to  our 
direct  competitors.  Because  we  see  this  as  leveling  the  playing 
field. 

The  question  is  often  asked:  How  exactly  would  we  cope  with  the 
$5.15?  First  of  all,  it's  going  to  be  recommended  to  be  phased  in 
over  2  years,  and  we  probably  wouldn't  do  anything  right  away  be- 
cause of  higher  seasonal  volume.  And,  as  I  said,  it  is  being  phased 
in  over  2  years.  But  down  the  road  we  night  charge  a  nickel  more 
for  a  sandwich  or  a  dime  more  for  a  salad. 

Either  way,  we  don't  anticipate  a  drop  ofF  in  the  volume  of  our 
business,  because,  of  course,  our  food  is  wonderful,  and  people  will 
keep  coming  back.  In  fact,  we  believe  that  an  increase  in  the  mini- 
mum wage  might  just  give  us  a  few  new  customers. 

At  this  point,  however,  I'd  like  to  set  the  record  straight  about 
the  typical  minimum  wage  earner  which  we've  heard  a  little  about 
this  morning.  He  is  not  a  teenager  flipping  burgers  after  school  for 
gas  and  money.  The  typical  worker  is  actually  a  "she"  an  adult, 
working  full-time  supporting  at  least  one  child  in  her  household, 
and  often  times  working  multiple  jobs. 

Even  with  the  introduction  and  the  expansion  of  the  earned  in- 
come tax  credit,  which  we  certainly  applaud,  a  worker  supporting 
a  household  of  four  will  earn  25  percent  below  the  poverty  level. 
For  a  smaller  household  of  three  the  combination  of  the  current 
minimum  wage  and  the  earned  income  tax  credit  will  not  raise 
them  out  of  poverty. 

I  would  like  to  ask  the  Members  to  refer  to  my  testimony  for 
more  examples.  I'm  not  going  to  go  through  it  all  right  now. 

Think  of  a  single  parent,  a  woman,  a  minimum-wage  earner  who 
has  two  children  whose  rent  is  only  $365  a  month.  Even  in  Frank- 
fort, Kentucky,  $365  a  month  rent  would  be  a  hard  thing  to  find. 
However,  my  own  typical  life  is  a  very  typical  minimum  wage 
story. 

My  mother  raised  me  as  a  single  parent  on  her  minimum  wage 
salary,  and  I  know  it  wasn't  easy  for  her.  Of  course  the  minimum 
wage  then  was  worth  a  lot  more  than  it  is  today.  Difficult  as  it  was 
for  her,  it  would  have  even  been  harder  today. 

When  I  turned  16,  I  took  a  part-time  job  to  help  support  us.  Be- 
lieve me,  my  paycheck  was  not  extra  spending  money.  It  didn't  go 
for  Reeboks  and  movies  and  food.  It  went  to  help  pay  rent  and  food 
for  our  family — not  snacks  for  me — gas,  and  even  books,  because  I 
went  to  a  public  high  school  where  we  had  to  purchase  our  text 
books. 

Thanks  to  my  mother's  sacrifices  and  our  combined  minimum- 
wage  income  and  some  scholarships  I  that  I  was  able  to  receive — 
I  finally  earned  my  undergraduate  and  graduate  degrees,  and, 
thankfully,  I  have  a  very  successful  career. 

My  mother  was  not  so  lucky  though.  Here  it  is  20  years  later, 
and  she's  still  earning  just  slightly  above  the  minimum  wage  as  a 
nurses'  aid  in  the  town  that  I  grew  up  in  Columbia,  Kentucky.  So, 
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the  minimum  wage  for  her  was  not  a  training  wage.  It  is  not  a 
training  wage. 

She  has  been  a  nurses'  aid  at  either  a  nursing  home  or  a  hospital 
now  for  20  years.  Unless  you  consider  a  dollar  more  on  the  hour 
over  a  20-year  span  as  upwardly  mobile,  it  is  not  a  training  wage. 
We  always  seem  to  want  to  present  it  that  way. 

In  fact,  in  constant  dollars,  she's  actually  earning  much  less  than 
she  did  20  years  ago.  I  called  her  this  morning  and  woke  her  up, 
because  she  works  3  to  11,  and  told  her  I  was  going  to  be  doing 
this.  My  mother  knows  that  I'm  very  politically  active  and  inter- 
ested in  today's  issues,  but  she's  never  really  gotten  involved.  She 
just  reads  the  paper  when  I  tell  her  I'm  going  to  be  quoted.  But 
for  the  first  time  in  my  adult  life  she  said  to  me  this  morning  over 
the  phone,  "I'm  so  proud  of  you  because  if  you've  ever  done  any- 
thing for  your  family,  it  is  to  go  and  tell  these  people  what  mini- 
mum wage  means.  Not  just  for  me,  but  many  of  the  women  that 
she  works  with  at  the  nursing  home  and  at  the  hospital  who  have 
families  just  like  her."  They're  not  teenagers. 

My  mother  hasn't  had  a  decent  raise  in  over  5  years,  and  I  know 
that  I  haven't  gone  5  years  since  my  last  raise.  If  I'm  not  mistaken, 
I  don't  think  Congress  has  either.  My  mother's  story  is  not  unique 
since  three-fifths  of  the  minimum-wage  earners  are  women.  More 
than  two-thirds  are  adult,  and  the  typical  minimum  wage  earner 
brings  in  at  least  half  of  their  family's  income. 

I  also  feel  compelled  to  point  out  that  although  we've  heard  testi- 
mony from  economists  saying  that  an  increase  in  the  minimum 
wage  will  cost  jobs,  we  know  that  not  all  economists  agree.  So, 
what  else  is  new. 

In  fact,  last  year  101  noted  economists,  including  some  Nobel 
Prize  winners,  signed  a  statement  in  favor  of  raising  the  minimum 
wage.  Most  of  these  were  independent  academicians  and  not  trade 
association  employees,  and  they  asserted  that  a  modest  increase, 
like  the  one  we're  talking  about,  will  not  have  a  profound  impact 
on  employment. 

I'm  very  pleased  that  many  Members  of  Congress  on  both  sides 
of  the  aisle  share  BPWs  view  to  increase  the  minimum  wage.  I'm 
encouraged  by  the  growing  bipartisanship  of  this  issue.  Past  in- 
creases in  the  minimum  wage  have  garnered  bipartisan  support, 
and  this  increase  should  be  no  different. 

In  closing,  I  want  to  just  give  this  issue  a  little  bit  broader  con- 
text by  saying  at  a  time  when  I  know  that  Congress  is  looking  at 
and  struggling  with  how  to  reform  welfare  so  that  more  Americans 
will  move  into  the  work  force,  it  seems  that  the  least  we  can  do 
is  make  the  minimum  wage  a  more  livable  wage. 

As  our  name  implies.  Business  and  Professional  Women/USA  be- 
lieves in  work.  We  also  believe  in  making  work  pay.  I  want  to 
thank  you  for  your  attention,  and  I'll  be  happy  to  answer  any  ques- 
tions. Thank  you. 

[Ms.  Haynes'  statement  may  be  found  in  the  appendix.] 

Chair  Meyers.  Thank  you  very  much,  Ms.  Haynes.  Our  final  wit- 
ness is  Mr.  Duncan  Thomas,  and  he  is  President  of  Q-Markets, 
Inc.  He's  testifying  on  behalf  of  himself  and  also  the  National  Asso- 
ciation of  Convenient  Stores. 
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TESTIMONY  OF  DUNCAN  THOMAS,  PRESIDENT,  Q-MARKETS, 

INC. 

Mr.  Thomas.  Madam  Chair  and  distinguished  members  of  the 
Committee,  I'd  like  to  thank  you  for  the  opportunity  to  appear  be- 
fore you  today.  As  you  had  said  earHer,  my  name  is  Duncan  Thom- 
as and  I'm  the  President  of  Q-Markets,  which  is  a  six-store  chain 
operating  convenient  stores  in  and  around  Richmond,  Virginia, 
with  50  employees.  This  September,  Q-Markets  will  be  2  years  old. 

I  often  hire  entry-level  associates  with  little  or  no  experience. 
Early  on,  these  new  hires  learn  that  these  entry-level  positions  are 
not  dead-end,  low-wage  jobs,  but  rather  opportunity  for  new  associ- 
ates to  learn  and  prove  themselves. 

I  was  given  a  similar  opportunity  16  years  ago  when  I  was  hired 
as  a  cashier  at  the  7-Eleven  store  in  Radford,  Virginia.  The  skills 
I  learned  in  that  position  enabled  me  to  move  up  to  various  levels 
of  management,  including:  Assistant  Manager,  Store  Manager,  and 
Area  Supervisor.  From  thereon,  I  became  an  Area  Sales  Manager 
to  Sales  Manager,  Field  Manager,  and  Assistant  Market  Manager. 
I  later  joined  Steuart  Petroleum  Company  here  in  Washington,  DC, 
as  a  Zone  Manager  and  was  later  promoted  to  Merchandise  Man- 
ager. 

In  1994,  I  had  the  opportunity  to  purchase  all  six  lotions  in  the 
Richmond  area  that  were  owned  by  Steuart  Petroleum.  I  recite  this 
chronology  not  to  brag,  but  to  illustrate  that  my  experience  proves 
to  me  that  an  entry-level  position  is  just  that,  an  entry  into  the 
work  force. 

The  work  in  a  convenience  store  is  not  easy.  Associates  have 
many  responsibilities,  including  providing  friendly  customer  serv- 
ice, maintaining  a  safe  work  environment,  cash  management,  deny- 
ing sales  of  alcohol  and  tobacco  products  to  minors,  and  restocking 
shelves,  to  name  but  a  few.  I  must  pay  above  minimum  wage  to 
attract  associates  who  are  willing  to  learn  the  skills  necessary  to 
meet  these  responsibilities.  For  those  not  wishing  to  take  this  chal- 
lenge, there  are  easy  jobs  at  lower  wages  elsewhere. 

For  this  reason,  the  proposal  to  raise  the  Federal  minimum  wage 
would  have  a  detrimental  ripple-effect  on  my  payroll  and  profits, 
I  will  always  have  to  pay  above  minimum  wage  to  attract  employ- 
ees. I  currently  pay — start  paying  $5.25  per  hour  to  a  trainee.  If 
the  minimum  wage  raises  to  this  level,  that  trainee  can  fmd  easier 
work  for  the  same  money.  I  will  have  to  pay  $6.25  to  have  the 
same  draw  for  the  same  work.  That  annual  increase  would  be 
$2,080  or  $1,800  at  90  cents.  The  associate  who  has  been  with  me 
longer  will  also  want  an  increase,  and,  yes,  they  do  deserve  it.  A 
higher  compensation  than  the  new  hire,  that  would  increase  them 
to  $7.25.  In  this  case,  that  would  be  another  additional  $2,080  per 
$1,800  at  90  cents.  This  goes  right  up  through  my  pay  grades.  It 
represents  a  huge  increase  in  my  operation  expenses.  At  a  dollar 
increase  this  would  be  $91,520  annually,  at  90  cents  it's  $79,000. 

Sometimes  you  can  compare  minimum  wage  to  the  prime  lending 
rate.  Rarely  do  you  fmd  anybody  getting  money  at  a  prime  lending 
rate.  But  as  it  goes  up,  your  rates  go  up.  I  have  loans  that  are  ad- 
justed according  to  the  prime  lending  rate.  When  the  prime  goes 
up,  my  rates  also  increase. 
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Madam  Chair  and  members  of  the  Committee,  I'm  in  a  business 
of  nickels  and  dimes.  This  kind  of  increase  is  not  one  that  can  just 
be  taken  out  of  corporate  profits.  It  requires  me  to  alter  my  busi- 
ness plan  drastically. 

To  compensate  for  this  increase,  I  do  have  a  few  options.  Let  me 
just  consider  a  few  of  them. 

I  can  make  due  with  fewer  employees.  This  reduces  the  level  of 
service  that  they  receive  at  a  Q-Market's  location,  and  also  pro- 
vides less  opportunity  for  people  to  work,  learn,  and  move  up.  Less 
opportunity  like  the  one  that  I  had. 

I  can  scale  back  on  health  benefits  and  vacation,  but  that  will 
only  make  me  lose  good  people. 

I  can  raise  prices.  This  will  reduce  the  demand  for  the  products 
that  I  sell,  and  we  all  know  that  it's  also  inflationary. 

I  can  scale  back  the  plans  for  expansion  and  upgrading  existing 
locations.  However,  many  of  these  upgrades  are  done  to  meet  end- 
less Federal  regulations  in  our  industry  and  cannot  be  delayed.  The 
petroleum  industry  as  you  all  know  is  one  of  the  most  regulated 
industry.  Funneling  away  money  that  is  earmarked  for  upgrades 
will  eventually  having  to  close  doors.  I  know  operators  are  actually 
closing  doors  right  now  just  to  avoid  some  of  the  regulations  that 
are  coming  up  in  1998. 

I  can  shorten  my  hours  of  business.  But  please  keep  in  mind  that 
we  sell  convenience  and  that  means  staying  open  during  less  profit- 
able hours  for  the  few  customers  who  shop  during  this—during  the 
time  of  need,  running  out  of  milk  late  at  night,  emergencies  for 
cough  and  other  allergy  medicine,  and  workers  coming  home  from 
night  shift  are  just  a  few  examples.  My  customers  have  come  to  ex- 
pect me  to  be  open  when  they  need  me. 

I  hope  you  agree  with  me  that  none  of  these  options  are  good  for 
my  business. 

I  know  that  advocates  of  raising  minimum  wage  have  only  the 
best  intentions.  They  want  a  better  standard  of  living  for  everyone. 
But  Madam  Chair  and  members  of  the  Committee,  the  most  ele- 
mentary analysis  of  the  impact  of  raising  minimum  wage  clearly 
shows  that  there  are  many  repercussions  from  this  simple  act,  and 
unfortunately  the  people  who  will  bear  the  burden  through  fewer 
jobs  and  higher  prices,  are  the  very  people  they  are  trying  to  help. 
The  harm  will  occur  noi  from  the  corporate  cruelty  or  mean  spir- 
itedness,  but  from  the  simple  economics  that  the  free  market,  the 
capitalist  system,  the  system  that  made  the  United  States  the 
world  leader  that  it  is.  The  system  providing  opportunity  for  those 
willing  to  seize  that  opportunity.  The  system  that  lets  people  prove 
themselves  and  succeed,  if  they  get  the  chance. 

Thank  you,  again,  for  this  opportunity,  and  I  will  be  pleased  to 
answer  any  questions. 

[Mr.  Thomas'  statement  may  be  found  in  the  appendix.] 

Chair  Meyers.  Thank  you  very  much,  Mr.  Thomas.  I  will  say 
that  I  think  all  our  witnesses  have  been  most  informative,  and  I 
am  very  pleased  to  have  you  all  here  today. 

We  would  like  to  ask  you  some  questions.  I  will  defer  my  ques- 
tions until  later,  and  will  start  the  questioning  with  Mr.  Bartlett. 
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Mr.  Bartlett.  Thank  you  very  much.  One  of  you  mentioned  that 
this  was  an  unfunded  mandate.  What  is  the  CBO  estimate  of  the 
extent  of  this — the  dollar  amount  of  this  unfunded  mandate? 

Dr.  Regalia.  Congressman,  I  think  I  mentioned  that  with  re- 
spect to  the  unfunded  mandates,  the  estimate  by  CBO  for  Grovern- 
ment  entities,  local  Government  entities,  is  $1  billion  between  now 
and  the  year  2000.  It  is  about  $12.3  billion  on  businesses. 

Mr.  Bartlett.  That's  $1  billion  on 

Dr.  Regalia.  One  billion  on  State,  local,  and  tribal  entities;  and 
about  $12.3  billion  on  businesses — on  the  private  sector.  These — 
CBO  points  out  in  their  document  that  these  estimates  don't  take 
into  account  what  is  known  as  the  "ripple-effects"  of  these  kind  of 
increases,  this  is  just  the  direct  effect.  The  estimates  wee  presented 
in  a  letter  from  June  O'Neil,  the  director  of  CBO,  to  Senator  Kasse- 
baum,  dated  March  25,  1996. 

Mr.  Bartlett.  Isn't  this  in  effect  a  mandate — aren't  we  in  effect 
trying  to  mandate  the  prosperity  when  we  mandate  a  higher  mini- 
mum wage?  Isn't  that  what  you're  really  saying  in  this  kind  of  leg- 
islation? 

Dr.  Regalia.  Well,  certainly.  The  intent  is  that  you  can  somehow 
pass  a  law  and  create  real  wealth  in  the  society,  would  that  it  be 
so.  Congress  could  actually  do  something  that  would  affect  the  real 
economy  in  a  very  positive  way. 

The  reality  of  the  matter  is  that  you  can't.  You  can't  pass  a  law 
that  sets  the  minimum  wage  at  $100  an  hour  and  make  us  all  rich, 
it  just  doesn't  work  that  way.  As  to  economists  previously  referred 
to,  I  think  that  economists  get  a  deservedly  bad  rap  for  equivocat- 
ing like  we  do. 

But,  I  think  that  even  the  economists  that  would  sign  onto  a  let- 
ter saying  that  they  would  prefer  or  they  would  support  an  in- 
crease in  the  minimum  wage,  would  have  to  rethink  that  state- 
ment, if  they  were  given  an  alternative  that  achieves  the  same 
thing  in  a  less  intrusive  and  more  effective  manner.  But,  I  don't 
think  that's  what  the  question  was  that  was  posed  to  the  Congress- 
man. 

From  an  economic  point  of  view,  the  impacts  of  the  minimum 
wage  are  fairly  clear  and  fairly  definitive  in  terms  of  the  impact  on 
employment,  but  the  impacts  on  inflation  kind  of  get  short-shrift. 
In  this  regard,  Ms.  Haynes'  testimony  is  quite  interesting. 

She  said  she'd  raise  the  price  of  a  sandwich,  something  on  the 
order  of  a  nickel  or  a  dime.  What  does  a  sandwich  cost  in  that  part 
of  the  country,  $2.50,  $2.60,  $2.80?  So  you're  talking  about  an  in- 
crease of  somewhere  between  1.4  percent  and  4  percent. 

If  you  were  to  look  at  what  that  increase  in  the  price  level  would 
do  across  the  board,  say  to  the  average  minimum-wage  worker,  it 
would  erode  his  real  income  by  a  $170  immediately  across  the 
board,  all  workers,  not  just  those  that  got  the  minimum  wage  in- 
crease, but  all  those  that  didn't. 

None  of  these  estimates  that  CBO,  or  anyone  else,  puts  together, 
looks  into  those  inflationary  impacts  which  even  a  proponent  of 
raising  the  minimum  wage  has  to  admit  it  exists.  I  think  that  if 
you  want  to  talk  about  unfunded  mandates  or  unintended  con- 
sequences across  the  board,  you  have  to  really  look  at  things  like 
that  too. 
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Mr.  Bartlett.  Ms.  Haynes,  if  $5.15 — if  raising  the  minimum 
wage  to  $5.15  is  a  good  idea,  why  isn't  raising  it  $10  a  better  idea? 

Ms.  Haynes.  Sounds  good  to  me  as  long  as  you're  leveling  the 
playing  field. 

Mr.  Bartlett.  How  about  $25  then,  and  we  could  do  away  with 
welfare  immediately? 

Ms.  Haynes.  Well,  Mr.  Bartlett,  that's  an  excellent  idea,  actually. 
I  think  that's  something  that  could  help  get  people  off  welfare,  be- 
cause we  tax  payers  pay  there  as  well.  Your  question  about  pros- 
perity, sir,  with  no  disrespect,  but  I  don't  think  $1,800  a  year  extra 
is  mandating  any  prosperity  for  anyone.  We're  still  mandating 
these  people  onto  welfare. 

Mr.  Bartlett.  I  think  you're  missing  the  point.  It's  not  prosper- 
ity for  the  worker  that  you've  mandated  the  higher  wage  for, 
you're,  in  effect — we're  in  the  Congress  in  effect  doing  is  mandating 
prosperity  for  the  businesses  that  are  employing  these  people. 

Ms.  Haynes.  Well,  I  am  a  small  business  owner,  sir. 

Mr.  Bartlett.  If,  in  fact,  we  could  mandate  prosperity  for  those 
businesses,  then  Congress  has  powers  unimagined.  I  would  like  you 
now  to  mandate — to  mandate  longevity.  I'm  shortly  going  to  be  70. 
I'd  like  to  live  to  a  150,  do  you  think  we  can  mandate  that?  Sup- 
pose we  mandate  the  suspension  of  the  law  of  gravity.  Both  of 
those  things  are  just  about  as  doable  as  mandating  prosperity, 
which  is,  in  effect,  what  this  law  is  doing. 

Mr.  Thomas,  I  see  that  you  are  responding  to  this — do  you  have 
a  comment? 

Mr,  Thomas.  I  think  what  happens  is  we  have  to  look  at  where 
the  money's  coming  from.  I  mentioned  in  my  statement,  that  it's 
inflationary.  You  can't  just  go  out  and  increase  prices  just  because 
you  have  to  pay  somebody  more  money,  and  it  would  be  great  if 
we  just  say,  "Let's  go  ahead  and  pay  people  $10  an  hour." 

Contrary  to  what  my  colleague's  comments,  when  you  increase 
the  wages  actually  we're — right  now  we're  trying  to  get  the  people 
off  welfare  and  put  them  back  to  work.  What  we're  doing  by  in- 
creasing minimum  wage  is  actually  working  against  that,  because 
now  the  person  is  going  to  be  coming  to  look  for  work  in  my  em- 
ployment, and  I'm  going  to  say,  "Look,  wait  a  minute.  I've  just  in- 
creased my  wages,  and  I'm  spending  an  additional  $79,000  with 
the  existing  employees.  I  can't  hire  you."  They're  going  to  be  com- 
ing right  back  to  the  same  people  who  sent  them  to  us  to  try  to 
keep  tneir  jobs. 

Mr.  Bartlett.  Wouldn't  it  be  preferable  for  us  to  help  people 
after  they're  working  rather  than  help  them  instead  of  working, 
and  doesn't  raising  the  minimum  wage  just  create  more  people  who 
we  have  to  help  instead  of  working  because  we  have  denied  entry- 
level  iobs  to  a  larger  number  of  people  in  our  society. 

Isn  t  that,  Mr.  Bartlett,  occurring? 

Mr.  Bruce  Bartlett.  Yes,  there  is  some  evidence  in  the  eco- 
nomic literature  that  increase  in  the  minimum  wage  increases  wel- 
fare dependency. 

I  would  like  to  make  an  important  point  here  which  is,  that  we 
shouldn't  give  short- shrift  to  the  idea  that  only  teenagers  were  af- 
fected at  worse.  Because  getting  the  first  job  in  one's  life  is  a  very 
important  thing.  You  learn  a  lot  of  things  that  they  don't  teach  you 
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in  schools,  job  skills,  just  showing  up  on  time,  things  of  that  sort 
that  are  very  important  to  employers  anyway. 

When  people  miss  that  first  rung  on  the  ladder  of  success,  it  can 
have  impacts  that  affect  them  for  an  entire  lifetime,  so  I  agree  with 
your  point. 

Mr.  Bartlett.  Thank  you  very  much.  Thank  you,  Madam  Chair. 
I  would  just  like  to  comment  in  closing. 

I  am  distressed  that  leadership  across  the  country  has  not  taken 
a  more  aggressive  position  in  planning  out  that  this  "feel  good  kind 
of  legislation,"  in  fact,  hurts  the  people  most.  That  the  advocates 
of  this  kind  of  legislation  say  they  want  to  help  this  is  not  help  for 
those  people  who  most  disparately  need  our  help.  I  am  very  appre- 
ciative of  the  testimony  today.  I  think  that  it  states  very  clearly  the 
positions  on  both  sides  of  the  issue. 

Mr.  Uqdah,  you  haven't  commented  during  this  little  exchange, 
but  I  was  very  appreciative  of  your  testimony.  Thank  you  very 
much  for  the  good  common  sense  approach  that  you've  taken. 
Thank  you  all  for  your  testimony. 

Mr.  Uqdah.  Thank  you,  sir. 

Chair  Meyers.  Thank  you,  Mr.  Bartlett.  Mr.  LaFalce. 

Mr.  LaFalce.  First  for  the  record,  let  me  disagree  in  total  with 
every  comment  made  by  Representative  Bartlett. 

Let  me  clarify  what  we're  talking  about,  where  we're  coming 
from.  Mr.  Taalib-Din  Uqdah,  do  you  just  oppose  an  increased  mini- 
mum wage,  or  do  you  oppose  the  concept  of  the  minimum  wage  it- 
self? Would  you  favor  repeal  of  minimum  wage?  Would  you  oppose 
its  initial  enactment? 

Mr.  Uqdah.  I  do  oppose  the  minimum  wage  period. 

Mr.  LaFalce.  Thank  you.  Doctor  Regalia,  do  you  oppose  the  min- 
imum wage?  Should  it  be  repealed,  should  it  never  have  been  en- 
acted? 

Dr.  Regalia.  I  think  the  answer  to  both  those  questions  are, 
"yes,"  it  never  should  have  been  enacted  and  it  should  be  repealed. 

Mr.  LaFalce.  Mr.  Bartlett. 

Mr.  Bruce  Bartlett.  Yes. 

Mr.  LaFalce.  Mr.  Thomas. 

Mr.  Thomas.  Yes  and  no. 

Mr.  LaFalce.  Now  has 

Mr.  Thomas.  I  think  it's  something  that — there  was  one  time 
when  it  was  good,  but  I'm  beginning  to  wonder  if  it  is  something — 
that  maybe  it's  time  to  go  has  come. 

Mr.  LaFalce.  All  right.  I  think  it's  important  that  we  crystallize 
that,  for  the  most  part  we've  received  almost  universal  response. 
It's  not  just  the  increase  in  minimum  wage.  It's  this  whole  concept 
of  the  minimum  wage  which  is  bad.  That  crystallizes  the  issue. 

Because  there  are  many  people  who  believe  that  the  United 
States  would  not  have  become  the  country  that  we  have  become 
without  a  minimum  wage  that  tends  to  ensure  that  every  segment 
of  society  was  able  to  benefit  from  increases  similar  to  the  other 
segments  of  society.  For  long  periods  of  time,  the  bottom  fit  of  the 
second  quintile  and  the  third  quintile  and  the  fourth  quintile  and 
the  top  quintile  increased  commensurably.  About  the  past  decade 
and  a  half,  there's  been  a  tremendous  disparity  between  those. 
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By  the  way,  I  don't  know  to  what  extent  questioning  is  going  to 
be  helpful  of  this.  So,  I'll  just  tell  you  where  I'm  coming  from. 

It's  not  just  an  economic  issue.  It's  a  moral  issue.  I  guess  I  was 
brought  up  on  Catholic  Social  Theology  and  theory.  I  read  Ranim 
Novarum  in  my  high  school  days.  A  Quadragesimo  Anno  and  most 
recently  Centesimus  Annus.  A  few  years  back,  1991,  we  had  a 
hearing  on  Centesimus  Annus  at  the  Small  Business  Committee. 
Why?  Because  they  addressed  economic  issues  within  a  social 
moral  context. 

Those  are  certain  things  that  are  basic  to  every  human  being. 
One,  the  right  to  a  job.  There's  a  role  for  Government  ensuring  that 
the  climate  in  society  is  such  that  jobs  can  flourish  in  the  private 
sector,  but  if  not  then  the  Grovernment  should  be  employer  of  last 
resort. 

Concomitant  with  a  right  to  a  job  for  all  human  beings  is  the 
right  to  adjust  wages  and  there's  a  rule  for  Government  to  ensure 
that  wages  are  just.  Now  we  can't  go  in  and  micromanage  it  at 
every  single  level,  but  we  can  say  that  there's  at  least  a  floor,  a 
minimum.  It  really  doesn't  depend  on  whether  or  not  you  are  mar- 
ried or  a  teenager  or  have  five  kids  or  no  kids,  it's  just  that  there's 
a  certain  just  wage  that  should  be  established,  a  minimum  wage, 
for  any  individual.  Because  that  individual's  worth  is  at  least  a 
minimum  level  on  society. 

We've  had  certain  yardsticks  to  determine  what  that  minimum 
level  should  be.  Unfortunately,  today  by  virtually  any  yardstick  you 
can  come  up  with,  we've  gone  far,  far  below  those  yardsticks  in  real 
terms. 

I  would  like  to  associate  myself  though  with  some  outstanding 
Republicans.  I  would  like  to  associate  myself  with  Congressman 
Jack  Kemp,  for  example,  who  testified  a  few  weeks  or  so  ago  and 
said,  "Yeah,  there's  some  other  I'd  like  to  do  too,  but  at  the  same 
time,  we  ought  to  have  an  increase  in  the  minimum  wage."  I'd  like 
to  associate  myself  with  the  Chairman  of  the  Senate  Republican 
Congressional  Campaign  Committee,  Senator  D'Amato  who  said, 
"Lets  face  up  to  the  fact  that  there  are  certain  things  in  life  that 
just  must  be  done,  certain  responsibilities  the  Congress  has." 

Since  the  bells  have  rung,  I'll  conclude  my  remarks. 

Chair  Meyers.  Thank  you,  Mr.  LaFalce.  I  have  a  few  comments 
to  make  in  relation  to  your  remarks  but  I  will  defer  those.  We  will 
have  one  more  questioner,  and  then  we  will  go  vote  and  return.  Mr. 
Torkildsen. 

Mr.  Torkildsen.  Thank  you,  Madam  Chair,  and  thank  you  for 
holding  the  hearing.  I  approach  this  issue  perhaps  with  a  little  dif- 
ference than  some  of  my  Republican  colleagues,  but  we  would  just 
like  to  ask  some  questions  and  for  the  witnesses  who  testified  that 
they  don't  support  the  concept  of  a  minimum  wage,  I  guess  the 
question  wouldn't  be  relevant.  But  perhaps  for  Ms.  Haynes  and  Mr. 
Thomas,  if  there  is  a  role  for  minimum  wage,  is  it  legitimate  for 
the  Government  periodically  to  adjust  it  for  something  close  to  in- 
flation just  so  that,  at  least  in  terms  of  purchasing  power,  people 
aren't  either  losing  ground  or  gaining  a  great  ground?  I  mean, 
would  you  say  that  at  least  inflationary  increases  are  reasonable 
from  time  to  time? 
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Ms.  Haynes.  Obviously,  I  would  support  that,  yes.  The  minimum 
wage  hasn't  been  increased,  as  we  know,  since  1989  and  went  fully 
into  effect  in  1991.  By  leveling  the  playing  field  and  raising  the 
base  at  once,  what  happens  is  that  those  of  us  who  are  in  busi- 
nesses where  we  do  hire  lower-wage  workers,  we  are  not  put  at  a 
disadvantage  in  competing  against  the  national  chains.  For  exam- 
ple, there  is  a  leveling  of  the  playing  field  there,  it  is  just  common 
sense. 

In  reference  to  one  of  things  that  Mr.  Bartlett  said,  I  just  want 
to  comment  that  we're  not  talking  about  something  wild  and  crazy 
here  like  $4.10  an  hour  or  $25  an  hour  increase,  we're  talking 
about  something  that's  very  common  sense  and  very  negligible, 
quite  frankly. 

So,  I  do  think  that  it's  not  an  inflationary  approach — it  is  a  more 
common  sense  approach,  what  has  been  proposed.  Because  I  don't 
think  my  organization  could  support  something  so  outrageous,  that 
would  have  a  detrimental  effect  on  the  economy. 

Mr.  TORKILDSEN.  Mr.  Thomas,  did  you  want  to  comment  on  that? 

Mr.  Thomas.  Since  I  hold  the  view  that  the  minimum  wage  was 
designed  as  an  entry-level  position,  I  would  not  consider  it — in 
terms  of  looking  at  it  as  inflationary,  I  think  that  you — the  concept 
of  the  minimum  wage,  like  in  my  testimony  I  stated  that,  I  was 
given  an  opportunity  in  an  entry-level  position  to  work  hard  and 
to  get  out  of  that. 

So,  the  idea  is  not  to  encourage  somebody  say,  "Look  if  we  can 
adjust  your  rate  based  on  inflation  and  put  you  at  minimum  wage, 
then  you  really  don't  have  any  incentive  to  perform  and  improve 
yourself  and  go  to  a  higher  level." 

We  want  them  to  make  more  than  $4.25.  We  want  them  to  make 
more  than  $7  an  hour,  but  we  want  them  to  earn  it,  not  to  just 
be  given  to  them.  That's  the  position  that  I  hold. 

Mr.  TORKILDSEN.  There's  certainly  merit  to  people  working  their 
way  up  the  ladder.  I  mean,  I  was  one  of  those  much  talked  about 
"burger  flippers"  in  school.  I  worked  at  McDonald's  to  help  pay  my 
way  through  Mask,  and  I  don't  denigrate  the  work.  I  mean,  it  was 
very  hard  work,  and  the  wage  was  usually  minimum  wage  or  a 
nickel  or  a  dime  above  it.  I  mean,  but  there  is  a  difference  between 
someone  who  can  use  it  as  a  ladder  of  opportunity,  and  there's  an- 
other difference  if  for  reasons  totally  outside  of  someone's  purview. 
They  may  live  in  an  area  where  jobs  don't  pay  much  more  than 
minimum  wage  for  decades,  and  you  know  while  a  college  student 
trying  to  use  that  money  to  pay  for  his  tuition  is  one  thing.  It's  a 
lot  tougher  for  a  parent  trying  to  make  ends  meet  when  their  only 
option  for  increasing  income  is  to  take  a  second  job. 

So,  I  approach  this  as  looking  at  not  a  raise.  I  don't  tell  people, 
"Well,  you're  going  to  get  a  raise  in  pay."  Because  if  you  look  at 
this  for  inflation,  even  if  the  increase  goes  through,  the  buying 
power  won't  even  be  as  much  as  it  was  in  1979.  With  the  Repub- 
lican alternative  that  about  25  of  us  have  proposed  to  increase  it 
$1  over  a  two-step  period,  we're  still  looking  at  only  a  slight  in- 
crease in  buying  power  over  1989;  but  expecting  that,  there  would 
not  be  an  increase  for  several  years  after  that.  It  would  not  be  long 
before  inflation  would  eat  up  that  either. 
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So,  I  look  at  this  issue  as  one  of  just  simply  just  in  the  minimum 
wage,  roughly  for  inflation,  roughly  to  give  people  an  opportunity 
to  nave  some  basic  wage,  and  the  issue  about,  does  this  make  it 
more  or  less  difficult  for  people  on  welfare  to  go  to  the  private  sec- 
tor? Well,  you  have  to  look  at  reality,  and  that  is  that  the  Federal 
Government  increases  welfare  payments  on  a  regular  basis. 

So,  if  welfare  payments  are  increasing,  how  is  someone  going  to 
say,  "Well,  I'll  take  a  job  that  pays  no  health  insurance,  has  mini- 
mal benefits,  if  any,  and  pays  $4.25  or  even  in  your  situation 
$5.25."  When,  if  they  don't  take  a  job  at  all,  they  will  get  regular 
increases  in  payments  from  the  Federal  Government  from  the  tax- 
payers. They'll  also  have  Medicaid  Health  Insurance.  How  could 
you  possibly  induce  someone  to  get  off  of  welfare  when  the  benefits 
for  welfare  are  increasing  when  the  wage  in  the  private  sector, 
even  for  an  entry-level  job,  is  not  increasing  at  all?  How  would  you 
deal  with  that? 

Mr.  Thomas.  I  guess  one  of  the  questions  that  I  would  have  to 
ask  you  too  is  that,  yeah,  want  to  get  them  off  welfare,  but  you 
want  to  send  them  to  me  to  hire  them.  But  at  the  same  time, 
you're  trying  to  tell  me — dictate  what  I  should  pay  them.  So,  what 
I'm  asking  you  is:  I  would  invite  you  to  come  over  and  take  a  look 
at  my  business,  and  I  give  a  testimony  here  based  on  the  financial 
impact  of  increasing  the  minimum  wage.  I  would  invite  anybody 
here  to  come  up  and  show  me  say,  "Hey,  Mr.  Thomas,  let's  show 
you  how  you  can  increase  minimum  wage  and  hire  more  people  and 
hire  these  people  who  want  to  get  off  welfare  and  still  operate  a 
profitable  business  and  still  meet  all  these  other  regulations." 

So,  my  testimony  is  based  on  facts  on  what  the  dollars  and  cents 
of  the  I  impact  of  increasing  minimum  wage  in  my  business. 
Conceptionally  I  agree.  I  mean,  everything  makes  sense,  but  the 
fact  of  the  matter  is  hey,  I  can't  afford  to  pay  somebody  more 
money,  and  that's  going  to — I  can't  afford  to  hire  more  people.  So, 
those  people  on  welfare  I  would  want — I  ask  you  where  you're 
going  to  send  them,  because  I'm  not  going  to  take  him.  So,  this  is 
some  of  the  questions  you  would  have  to  answer. 

Mr.  Uqdah.  If  I  could  be  allowed  to  respond  to  that  as  well.  The 
other  concern  that  we  have  to  deal  with  here  is  that  there  are  cer- 
tain realities  that  are  taking  place  within  the  business  world.  The 
reality  is  this,  since  1993,  I've  had  45  people  to  come  in  and  apply 
for  a  position  at  Comrows  &  Co.,  I've  only  hired  two  of  those  peo- 
ple. TTie  43  who  did  not  get  hired  was  because  I  was  not  able  to 
pay  them  $5.25  an  hour  for  the  approximate  3  months  that  they 
would  be  in  training  trying  to  learn  this  particular  profession. 

I  think  it's  also  important  for  you  to  know  that  out  of  10  of  my 
employees,  three  of  them  qualified  for  health  benefits.  Those  three 
employees  are  no  longer  with  me.  That  says  to  me,  that  it's  not 
health  benefits,  it's  not  the  money  that  I'm  paying  them,  they  were 
making  well  above  minimum  wage,  they  were  getting  health  bene- 
fits for  them  and  their  children  and  they  still  voluntarily  lefl. 

I  wish  the  other  gentleman  was  here  for  me  to  deal  with  some 
other  issues  that  he  raised.  I  would  give  him  some  lessons  in  real 
business.  Americans  don't  have  rights  to  jobs.  What  they've  got  is 
a  right  to  work,  and  you've  got  to  understand  that  there's  a  dif- 
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ference  between  a  job  and  work,  and  as  long  as  he  has  that  kind 
of  mentaHty,  that's  why  we're  in  the  position  that  we  are  today. 

And  this  nonsense  about  morahty.  What  about  my  morality?  I 
cannot  hire  youth,  that  have  been  adjudicated  through  the  court 
system,  that  I  work  with  every  Saturday.  They  want  me  to  start 
a  new  business.  I've  come  up  with  a  name.  I've  come  up  with  a  con- 
cept. I've  got  a  list  of  customers  that  are  ready  for  me  to  begin  the 
process  of  lawn  maintenance,  "Lawn  Barber,"  that's  what  we're 
going  to  do.  I  want  to  hire  them,  but  you're  asking  me  to  hire  guys 
at  $6.25  an  hour  in  the  District  of  Columbia  who  have  never  seen 
a  lawnmower. 

Go  figure  it  out.  It's  real  simple.  I  cannot  do  it.  I  am  holding  out 
hiring  them  right  now.  What  do  I  tell  them?  Could  I  get  a  letter 
from  one  of  you?  Maybe  this  gentleman  here  can  give  me  one,  then 
he  can  explain  to  them  that  this  is  a  moral  issue. 

There's  nothing  moral  about  me  not  being  able  to  produce  in  this 
country.  It's  immoral  that  I  can't  start  a  business,  that  I  cannot 
compete  with  the  Japanese.  I  flew  to  Japan,  I'm  ready  to  bring  over 
product  in  this  country,  but  I  couldn't  do  it  because  labor  costs 
were  too  high. 

So,  what  do  I  do,  move  to  Mexico,  Africa,  where  wages  are  much 
lower.  I  don't  have  to  worry  about  having  to  come  down  here  and 
testify  before  you  people.  I  don't  mean  any  disrespect  to  you. 
There's  a  reality  that  I've  got  to  deal  with  here. 

Mr.  TORKILDSEN.  We're  going  to  run  out  of  time.  While  we 
reached  different  conclusions  in  this  subject,  I  do  admire  your  elo- 
quence. You  state  very  passionately  your  case.  I  just  look  it  from 
keeping  a  minimum  wage,  and  this  is  a  disagreement  we  have,  and 
keeping  it  current  with  inflation.  I  mean,  no  one  to  my  knowledge 
has  ever  gotten  rich  off  of  wages 

Chair  MEYERS.  I  don't  mean  to  interrupt,  Peter.  We  will  return 
after  we  vote. 

[Recess.] 

Chair  Meyers.  I  received  some  rather  startling  news  when  we 
took  our  break  to  vote.  That  is  that  that  Senator  Dole  is  resigning 
his  Senate  seat,  not  just  his  position  as  Majority  Leader,  but  his 
Senate  seat. 

He  has  called  a  meeting  of  the  Kansas  delegation  at  1  o'clock.  So, 
I  will  have  to  terminate  this  hearing  at  about  12:50.  We  will  pro- 
ceed with  questioning,  but  we  have  lour  Members  of  Congress  who 
are  scheduled  to  testify. 

The  two  Republicans  who  are  speaking  will  be  speaking  about 
options  to  increase  take-home  pay  that  would  not  involve  raising 
the  minimum  wage.  I  am  not  sure  what  the  two  Democrats  who 
are  speaking  will  be  saying,  but  it  will  probably  be  in  response  to 
that.  Mr.  Torkildsen  had  just  concluded,  and  we  appreciate  his 
questions.  Our  next  questioner  will  be  Mr.  Poshard. 

Mr.  Poshard.  Madam  Chairman,  let  me  thank  you  for  the  meet- 
ing here  today  to  try  to — some  of  these  issues  surrounding  mini- 
mum wage.  I  just  want  to  make  a  few  comments  with  respect  to 
my  friend  from  Maryland.  We  can  stretch  far  afield,  I  think,  here 
when  we  talk  about  unfunded  mandates. 

I  think  all  of  us  are  concerned  about  that,  but  I  would  consider 
an  unfunded  mandate  several  billion  dollars  of  defense  expendi- 
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tures  which  go  into  a  budget  resolution  that  the  Pentagon  isn't  ask- 
ing for  and  says  they  don't  need.  Twenty-five  billion  dollars  worth 
of  expenditures  is  a  lot  of  tax  money  that  accrues  to  every  small 
business  in  this  country.  So,  we  can  look  at  unfunded  mandates  in 
lots  of  ways,  if  you  want  to  talk  about  that. 

I  don't  see  this  as  a  issue  of  trying  to  legislate  prosperity.  I  don't 
know  where  anywhere  in  this  country  a  $5.16  an  hour  wage  would 
be  considered  prosperity,  certainly  not  in  my  book.  But  at  any  rate, 
that's  sort  of  the  way  I  see  it. 

An  $8  an  hour  job  in  Central  and  Southern  Illinois  is  a  great  Job, 
great  job;  and  an  $8  an  hour  job  where  I  live  for  a  family  of  four 
is  $2,000  a  year  below  the  poverty  level  in  this  country. 

We're  talking  about,  hopefully,  increasing  something  from  $4.50 
to  $5.15  an  hour,  and  so  far,  far  below  even  approaching  that  sort 
of  figure,  and  we've  got  a  lot  of  folks  that  are  in  that  position  that 
I  think  need  that  help. 

I'm  just  wondering,  Mr.  Regalia,  in  your  comments,  I  know  the 
chamber  is  officially  on  record  as  opposed  to  the  minimum  wage  in- 
crease. Are  you  officially  on  record  and  have  you  sent  out  letters 
indicating  your  absolute  opposition  to  doing  away  with  the  earned 
income  tax  credit  that  we're  facing  right  now?  Since  you  have  indi- 
cated that  as  one  of  the  offsets  here  that  you  would  prefer,  as  op- 
posed to  a  raise  in  the  minimum  wage. 

Dr.  Regalia.  I  think  that,  with  respect  to  the  earned  income  tax 
credit,  we  have  been  in  support  of  an  earned  income  tax  credit  that 
is  targeted  and  well  focused,  not  an  earned  income  tax  credit  that 
is  broad  based  and  ever  growing. 

With  respect  to  the  issue  of  unfunded  mandates  that  you  men- 
tioned, there's  always  debate  as  to  what  is  or  what  isn't  an  un- 
funded mandate.  But  this  Congress  passed  a  law,  and  they  told  us 
what  an  unfunded  mandate  was.  When  this  Congress  asked  the 
Congressional  Budget  Office,  "Is  this  an  unfunded  mandate,  and 
does  it  exceed  the  unfunded  mandate  limits?"  The  answer  was:  The 
bill  would  impose  both  private  sector  and  intergovernmental  man- 
dates as  defined  in  Public  Law  104-4.  The  cost  of  the  mandates 
would  exceed  both  a  $50  million  threshold  for  intergovernmental 
mandates  and  a  $100  million  threshold  for  private  sector  mandates 
specified  in  the  law.  When  Congress  passes  a  law,  I'm  sure  it's  al- 
ways opened  to  interpretation,  but  Congress'  own  Congressional 
Budget  Office  interpreted  this  as  an  unfunded  mandate  that  ex- 
ceeded the  limits.  So,  at  this  point,  I  don't  think  there  is  a  question 
as  to  whether  it  is  or  it  isn't  an  unfunded  mandate. 

Mr.  PosHARD.  Well,  I  would  just  expect  an  organization  like 
yours  to  stand  up  and  fight  equally  against  things  that  the  Govern- 
ment says  they  don't  need  for  purposes  of  defending  this  country 
which  end  up  as  a  tax  increase  on  every  citizen  in  this  country.  I 
don't  do  that 


Dr.  Regalia  [continuing],  that  may  be  the  case 

Mr.  PosHARD.  Let  me  ask  the  second  part  of  my  question  again. 
I  sat  on  the  Educational  Labor  Committee  when  Tom  Petri,  one  of 
the  really  fine  Members  of  this  House,  sponsored  as  the  sole  spon- 
sor of  the  earned  income  tax  credit  and  eventually  through  his  own 
persistence  got  that  passed.  Now,  we're  trying  to  do  away  with  it. 
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Are  you  on  record  and  are  you  fighting  that  proposition  to  do 
away  or  to  greatly  lessen  the  earned  income  tax  increase — the 
earned  income  tax  credit  which  helps  those  low  income  people  mak- 
ing $25,000  a  year  or  less  in  this  country  to  survive. 

Dr.  Regalia.  We  believe  the  earned  income  tax  credit  ought  to 
be  a  focused  earned  income  tax  credit  and  not  a  broad  based 
earned  income  tax  credit.  So,  do  we  oppose  income  tax  credits  that 
go  far  afield?  Yes.  Do  we  oppose  those  that  are  well  focused  and 
targeted  and  aimed  at  a  specific  group?  No.  I  think  that's  consist- 
ent  

Mr.  PosHARD.  So,  is  EITC  as  it  is  presently  in  place,  unfocused 
and  go  far  afield  in  your  judgment? 

Dr.  Regalia.  I  thmk  the  EITC  over  the  years  has  gprown  measur- 
ably from  what  it  was  originally  designed  to  do. 

Mr.  POSHARD.  OK. 

Chair  Meyers.  I  agree. 

Ms.  Haynes.  Madam  Chair. 

Mr.  PosHARD.  I'm  sorry,  Ma'am,  I  didn't  know  my  time  had  run 
out. 

Chair  MEYERS.  I  would  just  like  to  ask  a  question  and  make  a 
comment.  I'm  not  going  to  take  the  full  5  minutes,  because  I'm 
going  to  try  to  conclude  this  by  10  after  12,  and  I  apologize  to  those 
who  have  waited  the  entire  time  and  haven't  had  the  opportunity 
to  ask  a  question,  but  sometimes  circumstances  dictate. 

Mr.  LaFalce  suggested  that  this  issue  is  a  moral  issue,  and  that 
everyone  has  a  right  to  a  job  and  also  the  right  to  a  fair  wage.  If 
the  Government  has  a  moral  responsibility  to  raise  the  minimum 
wage,  do  we  also  have  a  moral  responsibility  to  pass  legislation  to 
promise  every  American  a  job  by  mandating  the  creation  of  busi- 
ness with  a  certain  number  of  employees?  How  would  you  react  if 
the  Government  told  you  that  you  had  to  hire  5  more  or  10  more 
employees  in  your  business?  I'm  saying  that  because  I  really  almost 
resent  the  fact  that  this  has  been  called  a  moral  issue. 

I  have  voted  for  the  minimum  wage  in  the  past.  I  voted  for  the 
last  increase.  I  voted  for  the  last  increase  because  we  equated  it 
with  welfare  reform.  We  put  another  $10  billion  into  welfare  re- 
form for  day  care,  and  we  increased  the  minimum  wage,  and  every- 
one said,  "Now,  a  lot  of  people  will  leave  the  welfare  roles  and  will 
go  back  to  work."  Exactly  the  opposite  happened.  No  one  went  back 
to  work,  and  the  welfare  roles  absolutely  exploded  because  we  had 
added  another  $10  billion,  creating  more  of  an  incentive  to  go  on 
welfare. 

In  1988  when  we  did  both  of  those  things,  we  said,  "Oh,  now  that 
we've  changed  this,  there  won't  be  5  million  families  on  welfare 
until  1998."  We  hit  5  million  families  on  welfare  in  early  1993.  It's 
now  about  6  million  families  on  welfare;  that's  6  million  parents, 
mostly  women  and  probably  15  million  children.  So,  that  is  about 
20  million  people  on  welfare.  I  made  up  my  mind  then  that  I'm  not 
going  to  vote  for  another  increase  in  the  minimum  wage  until  we 
absolutely  have  a  change  in  our  welfare  programs  in  this  country. 
I  would  like  to  direct  one  quick  question  to  Ms.  Haynes. 

You  mentioned  a  small  business  owner  who  was  pleased  to  have 
an  increase  in  the  minimum  wage  because  productivity  increased 
among  her  employees.  If  so,  why  wouldn't  that  owner  just  volun- 
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tarily  increase  employee  wages,  if  she  was  able  to  do  so?  Why  did 
she  rely  on  the  Grovernment  mandate  to  increase  her  employees' 
wages?  Because  for  the  most  part,  people  who  don't  want  an  in- 
crease in  the  minimum  wage  are  saying  it's  because  untrained  em- 
ployees are,  at  least  initially,  unproductive  in  terms  of  generating 
revenue  for  the  business.  But  if  you  know  productivity  increases 
when  wages  increase,  why  not  do  it  voluntarily,  why  wait  for  a 
mandate? 

Ms.  Haynes.  Well,  Madam  Chairwoman,  I  believe  it  has  to  do 
with  competition.  When  the  people  who  are  her  competitors  next 
door  to  her  are  paying  at  or  about  the  minimum  wage  and  selling 
their  product,  it  does  force  her  to  do  the  same.  She  was  given  the 
opportunity  to  raise  her  base  when  they  also  raised  their  base 
which  did  not  put  her  at  a  competitive  disadvantage. 

Regarding  Congressman  LaFalce  and  his  moral  argument  about 
this,  I  would  just  say  about  that  that  it  really  is  just  repulsive  that 
in  this  wealthy  country,  I  am  here  today  begging  for  an  increase 
to  $5,15  an  hour  for  a  good  number  of  women  in  this  country.  Cer- 
tainly no  one  can  argue  with  the  fact  that  we  do  need  welfare  re- 
form in  this  country.  But  I  don't  think  we  can  say  minimum  wage 
should  not  be  raised  because  we  don't  have  welfare  reform,  because 
Lord  knows  we  need  health  care  reform,  we  need  welfare  reform, 
we  need  lots  of  things  in  this  country.  I'm  sure  any  small  business 
person  would  say  we  need  tax  breaks  in  this  country — we  need  lots 
of  things.  But  I  don't  think  that  we  should  disadvantage  and  give 
people  an  incentive  to  stay  on  welfare  by  not  giving  a  negligible  in- 
crease in  the  minimum  wage. 

Chair  Meyers.  Well,  it  is  a  20  percent  increase.  Now  in  New 
York,  of  course,  as  Mr.  LaFalce  knows,  the  minimum  wage  is  high- 
er than  the  Federal  level.  So,  to  him,  it  matters  not.  It  levels  the 
plajdng  field,  but  in  Kansas  this  is  a  20  percent  increase 

Ms.  Haynes.  In  Kentucky. 

Chair  Meyers.  Yes. 

Well,  I  would  like  to  recognize  our  new  member  of  the  Committee 
Ms.  McDonald  for  questions. 

Ms.  MiLLENDER-McDoNALD.  Thank  you  very  much,  Madam 
Chair.  It  is  indeed  a  pleasure  for  me  to  be  here  to  serve  on  this 
Committee  as  I  have  been  the  Chairwoman  of  Revenue  and  Tax- 
ation in  the  State  of  California.  It's  also  amazing  that  this  morning 
as  I  went  into  my  office,  I  saw  the  Hill's  paper  and  it  reads,  "It's 
time  American  women  receive  more  than  just  flowers  and  a  card." 

I  am  really  concerned  about  what  I'm  hearing  here  today,  with 
reference  to  minimum  wage,  and  especially  to  those  men  who  are 
sitting  out  here  touting  this.  I  am  sure  that  they  are  not  making 
minimum  wage.  It  is  concerning  to  me  that  when  I  read  about 
small  businesses — ^the  Conference  on  Small  Business  that  was  held 
last  year,  and  tens  of  thousands  of  small  business  owners  across 
this  Nation  came  and  asked  and  were  g^ven  the  opportunity  to  talk 
with  the  President.  Their  403  recommendations— -403  did  not  even 
speak  to  minimum  wage. 

But  more  importantly,  as  we  look  at  the  year  2000  and  clearlv 
recognize  that  women  will  be  making  up  the  largest  of  the  work 
force,  and  clearly  we  recognize  that  women  are  67  percent  support- 
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ive  of  households  that  are  single  parent,  how  can  you  consciously 
talk  about  continuing  to  keep  these  women  at  a  subsistence  level? 

When  you  talk  about  young  people  who  are  rampant  in  the 
streets,  involved  in  crime  and  all  other  things,  dropout  rates,  un- 
skilled work  force;  what  are  we  talking  about  with  people  like  you 
who  are  supposed  to  be  leaders,  Dr.  Regalia,  and  the  other  gen- 
tleman next  to  you,  what  are  you  talking  about  when  you  speak  of 
opportunities?  This  is  clearly  not  opportunities,  and  you  are  trying 
to  keep  people  below  a  subsistence  level,  and  yet  you  talk  about 
this  being  an  economic  hearing.  I  have  some  concerns  about  that. 

Dr.  Regalia.  Well,  I  would  respond  in  a  number  of  ways.  First, 
with  respect  to  your  question  as  to  why  the  Small  Business  Com- 
mittee didn't  bring  this  up.  I  think  you  need  only  look  to  the  Demo- 
cratic Congress  that  didn't  bring  it  up  either  in  the  first  2  years 
of  the  Clinton  administration.  I  guess  it  just  wasn't  a  big  issue  for 
the  Democrats  at  that  particular  point  in  time. 

As  a  result,  probably  wasn't  a  big  issue  for  small  business,  since 
nobody  thought  this  kind  of  an  issue  was  going  to  come  up.  We 
thought  at  that  particular  time,  I  think,  that  this  issue  had  been 
shown  to  be  the  charade  that  it  is. 

With  respect  to  holding  the  salaries  for  women  down,  I  don't 
think  anybody  wants  to  hold  the  salaries  for  anyone  down.  I  think 
that  what  we  would  all  like  to  see  is  salary  growth  accelerating, 
and  the  way  to  get  it  to  accelerate  is  to  increase  productivity 
growth. 

We  heard  one  witness  testify  that  if  you  increase  the  minimum 
wage  vou  would  increase  productivity  growth.  If  that  is  indeed  the 
case  then  you  could  do  it  in  and  of  yourself,  and  you  wouldn't  have 
to  worry  about  the  competitive  aspects  of  it.  Because  increasing 
your  wage  payments  while  at  the  same  time  you  are  commen- 
surably  increasing  productivity,  would  have  no  deleterious  competi- 
tive facts  on  your  business,  vis-a-vis,  the  one  across  the  street. 

The  economy  doesn't  work  that  way.  The  problem  is  when  vou 
try  to  pay  somebody  above  what  their  productivity  warrants,  tnen 
you  have  competitive  problems.  So,  the  way  to  create 

Ms.  MiLLENDER-McDoNALD.  But  you  also  have  low  morale  too, 
sir.  If  you  are  not  paying  people  up  to  standards,  you  then  create 
a  low  morale  in  a  work  force. 

Dr.  Regalia.  But  if  you  create  productivity  increases  that  are 
commensurate  with  the  wage  increases,  you  cannot  hurl  yourself 
competitively. 

Ms.  MiLLENDER-McDONALD.  But  then  you — please,  sir,  give  me 
your  scenario  as  to  what  you  will  do  to  ensure  that  we  will  move 
folks  from  welfare  to  work  fair  and  above  a  subsistence  level? 

Dr.  Regalia.  I  would  be  happy  to,  and  the  answer  is  simple. 
What  we  have  to  do  in  this  country  is  to  redress  the  problems  that 
we  have  had  with  productivity  growth  over  the  last  40  years.  We 
have  short-sided  investment  attitudes  in  this  country.  We  don't 
save  enough.  We  don't  invest  enough,  and  that's  in  both 

Ms.  Millender-McDonald.  How  can  one  save  or  invest,  sir,  if 
they  do  not  have  discretionary  funds  to  invest?  They  do  not  have 
disposable  incomes  by  which  they  can  invest,  sir. 

Mr.  Uqdah.  Ms.  McDonald,  you  missed  my  comments  earlier 
that 
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Ms.  MiLLENDER-McDoNALD,  No,  I  heard  your  comments,  sir, 
clearly. 

Mr.  Uqdah.  You  heard  my  comments?  OK.  Well,  then  I  need  to 
advise  you  of  this,  because  perhaps  you  don't  know  this. 

I  am  here  as  the  Co-owner  of  Cornrows  &  Co.  That  designates 
that  there  is  another  individual.  That  individual  is  a  woman.  A 
woman  is  a  co-owner 

Ms.  MiLLENDER-McDoNALD.  Sir,  that  is  one  of- 


Mr.  Uqdah.  Second,  Ms.  McDonald,  I  have  employed  300  women 
in  my  16  years  at  Cornrows  &  Co.,  12  of  those  women  have  gone 
on  to  open  their  own  businesses. 

Third,  I  need  to  remind  you  that  all  of  the  12  employees  are 
there  now,  are  well  above  minimum  wage.  They  are  wage  earners; 
all  right?  And  they  are  all  women.  So,  don't  give  me  this  nonsense 
about  women  being  disproportionately  affected  by  minimum  wage. 

Ms.  MiLLENDER-McDoNALD.  Then  why  are  you  here  suggesting 
that  we  do  not  increase  minimum  wage,  if,  in  fact,  you  are 
here 

Mr.  Uqdah.  Because  I  don't  need  you  to  tell  me  how  to  run  my 
business.  It's  plain  and  simple.  I  don't  need  you  in  my  business. 
Have  you  ever  owned  a  business,  Ms.  McDonald?  Do  you  know 
what  it's  like  to  employ  people  and  to  have  to  make  sacrifices  for 
them? 

Ms.  MiLLENDER-McDoNALD.  I  don't  think  I've  shouted  at  you 
and 

Chair  Meyers.  Let's  be  polite  to  each  other. 

Mr.  Uqdah.  Well,  then  I  don't  appreciate  you  coming  in  here  tell- 
ing me  how  to  run  my  business,  and  that  I  am — somehow  immoral 
and  unconsciousable,  because  I  oppose  the  minimum  wage. 

Ms.  Millender-McDonald.  Sir,  I  did  not  say  that  to  you,  don't 
you  put  words  in  my  mouth 

Mr.  Uqdah.  Ms.  McDonald,  then  I  invite  you  to  come  over  on 
Saturday  and  speak  to  the  youth  that  I  speak  to  every  Saturday 
who  asked  me  to  start  a  new  business,  but  I  can't  do  it.  Because 
it's  people  like  you  who  are  talking  about  raising  the  minimum 
wage.  That's  why  I  can't  do  it. 

Ms.  Millender-McDonald.  Thank  you.  Madam  Chair. 

Chair  Meyers.  Due  to  time  constraints,  and  other  circumstances, 
I  think  we  are  going  to  have  to  conclude  this  panel. 

Ms.  Velazquez.  It's  not  fair.  Madam  Chair. 

Chair  Meyers.  All  right.  All  right.  We  will  continue  questioning 
then.  Mr.  Wamp. 

Mr.  Wamp.  Well,  I'll  limit  three  questions  to  one  so  that  we  leave 
ample  time  to  be  fair  to  the  others.  I  do  just  want  to  ask  Ms. 
Haynes  one  question  with  regard  to  the  debate  about  getting  peo- 
ple off  of  welfare  or  encouraging  them  through  incentives  to  work 
instead  of  draw  welfare. 

I'm  from  Tennessee,  and  this  really  hits  southern  States  really 
hard  when  the  Government  forces  small  businesses  people  to  in- 
crease their  wages.  In  New  England  people  make  a  lot  higher 
wages.  Small  business  people  will  lay  off  a  lot  of  textile  workers, 
a  lot  of  low-end  entry-level  workers.  A  whole  lot  more  of  them  in 
my  neck  of  the  woods  then  they  will  in  other  parts  of  the  country. 
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A  study  has  been  run  in  the  State  of  Tennessee  where  the  mini- 
mum wage  would  have  to  be  at  least — and  this  is  by  the  State,  by 
the  University  of  Tennessee,  I  believe,  was  the  organization  that 
ran  it — ^but  it  was  a  legitimate  very  unbiased  analysis.  $6.48  per 
hour  is  what  the  minimum  wage  would  have  to  be  for  anyone  to 
have  any  incentive  to  work  versus  drawing  Government  benefits. 

So,  this  idea  that  this  minimum  wage  increase  is  somehow  going 
to  remedy  that  problem,  I'd  like  for  you  to  answer  then,  how?  And 
every  State's  different,  but  in  our  State  you'd  have  to  have  a  $2 
raise  in  the  minimum  wage — more  than  $2  raise  in  order  to  justify 
that  premise  that  this  is  somehow  going  to  encourage  people  to 
work  versus  drawing  Government  benefits. 

Ms.  Haynes.  Thank  you  for  the  question.  Mr.  Wamp,  with  no 
disrespect  I  just  say  that  sitting  here  and  doing  nothing  is  not 
heading  in  the  right  direction  to  just  throw  up  our  arms  and  say, 
"Oh,  my  gosh."  In  Tennessee  where  I  was  born,  I  have  my  father 
and  my  grandmother  living  in  Tennessee  in  one  of  the  poorest 
counties  in  Tennessee,  and  welfare  is  rampant  in  that  county,  and 
I  am  not  at  all  surprised  with  that  figure  of  $6.  But  it  is  wrong 
for  intelligent  people  to  sit  here  and  say,  "Well,  it's  $4.25  and  if  we 
raise  it  to  $5.15  it's  not  going  to  do  any  good." 

I  would  submit  to  you,  sir,  that  with  $1,800  more  a  year,  we 
would  be  very  pleasantly  surprised  at  how  well  that  some  of  these 
people  who  we  call  "low-wage  workers"  are  able  to  stretch  a  dollar. 
My  mother  used  to  take  a  dollar  and  I  was  always  surprised  at 
how  far  she  could  make  it  go.  So,  I  think  that  we'd  be  quite  pleas- 
antly surprised,  and  I  think  the  passive  approach  is  not  one  that 
intelligent  human  beings  should  be  taking. 

Mr.  Wamp.  I  totally  agree.  J.C.  Watts  and  Jim  Talent,  and  Jack 
Kemp  and  myself  went  out  again  yesterday  with  an  omnibus  pres- 
entation on  empowerment  on  how  to  address  these  problems,  and 
he  sat  right  here.  Jack  Kemp,  3  or  4  weeks  ago  and  testified  what 
the  Kemp  Commission  recommendations  are.  A  payroll  tax  deduc- 
tion for  social  security  taxes  to  put  money  in  the  pocket  imme- 
diately of  every  wage  earner  in  America,  not  just  the  3  percent  of 
the  work  force  that  are  on  minimum  wage,  but  the  other  97  per- 
cent. Put  the  tax  dollars  back  in  their  pocket,  I'm  not  talking  about 
some  tax  break  nobody  gets,  every  hourly  employer  in  this  country. 
Make  their  FICA  taxes  deductible,  we're  taxing  the  tax  to  begin 
with. 

Those  are  the  kind  of  solutions  that  everybody's  going  to  benefit 
from.  Not  just  one  thin  slice  of  the  American  Labor  Force. 

Mr.  Bartlett.  Can  I  make  a  point  here?  It  doesn't  really  address 
the  precise  point  you  were  making,  but  you  made  some  comments 
that  relate  to  this  and  that  is,  that  the  cost  of  living  is  different 
in  different  parts  of  the  country. 

A  $1  increase  in  the  minimum  wage  will  have  no  effect  whatso- 
ever in  New  York  City,  San  Francisco,  Chicago;  but  in  rural  areas, 
it  will  have  a  much  bigger  effect.  It  will  have  different  effects  in 
different  parts  of  the  country,  and  one  of  the  problems,  I  think, 
about  this  sort  of  policy  is  that  it's  a  one-size-fits-all-policy.  Every 
State,  every  region  in  the  country  must  raise  their  minimum  wage 
by  the  same  amount,  even  though  the  economic  effects  are  greater 
in  certain  areas  than  they  are  in  others. 
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Mr.  Wamp.  Madam  Chairman,  I  just  want  to  say  that  there  are 
people  on  this  side  of  the  isle,  and  I'm  one  of  them,  who  want  to 
empower  working  people,  big  time.  There  are  a  variety  of  proposals 
that  are  out  there  that  are  not  getting  any  coverage. 

This  issue's  getting  all  the  coverage  it  can  deserve.  It  is  really 
out  in  left  field  compared  to  the  real  solutions  that  we're  proposing, 
and  we  don't  get  anybody  at  our  press  conferences.  It  puts  money 
right  back  in  their  pockets,  and  it  gives  incentives;  but  it's  not  this 
solution  which  some  people  call  "stale  symbolism"  in  the  liberal 
editorial  pages  of  America. 

Stale  symbolism,  this  issue  of  the  minimum  wage  mandated  in- 
crease whereas  we  could  use  our  tax  code  to  really  incentivise  the 
working  poor  in  this  country.  There  are  other  solutions.  Let's  con- 
sider those.  Thanks,  Madam  Chairman. 

Chair  Meyers.  Thank  you,  Mr.  Wamp.  I'm  going  to  make  one  re- 
mark, and  then  recognize  Ms.  Clayton.  I  don't  think  anybody  is 
saying  that  the  minimum  wage  is  a  terribly  bad  thing.  What  we're 
saying  is  there  is  an  offset,  and  you  have  to  look  at  Doth  sides.  If 
you  grant  a  minimum  wage,  you  are  going  to  decrease  employment. 

It  isn't  going  to  destroy  the  business.  It  means  that  they're  not 
going  to  hire  that  extra  one  or  two  people.  So,  you  are  increasing 
for  some  and  denying  employment  to  the  others,  and  there  are  sev- 
eral of  us  who  feel  that  is  not  a  good  tradeoff.  Ms.  Clayton. 

Ms.  Clayton.  Thank  you,  Madam  Chair,  for  having  this  hearing. 
Obviously,  we  have  different  opinions,  those  of  us  who  support  the 
minimum  wage  can  find  as  much  statistical  data,  I  guess,  to  sup- 
port our  view.  But  again,  Madam  Chair,  I  know  you  don't  like  the 
reference  to  "immoral,"  but  let's  use  the  word  "fairness."  I  think 
fairness  in  the  issue  would  mean  that  people  ought  to  have  a  fair 
opportunity  to  provide  for  their  families,  and  work  should  count  for 
something  rather  than  not  count  for  anything. 

I  would  say  to  those  at  the  table  who  think  that  Government  has 
no  role  in  their  business,  I  suggest  that  that's  not  true;  and  my 
friend  Dr.  Marty  Regalia  knows  tnat's  not  true.  You  want  to  indeed 
have  the  Government  involved  in  your  business  to  have  protection 
to  allow  America  economics  to-force  around  this  country  and  you 
insist  on — ^insist  on  having  taxed  opportunity  to  give  incentive  to 
businesses. 

All  you  have  to  do  is  look  at  the  testimony  of  some  of  the  people 
who  come  to  the  Ways  and  Means  Committee.  But  when  we  say 
"environmental  issues,"  or  we  talk  about  other  issues,  then  we  are 
the  grreatest  intrusion. 

I  would  think  that  the  more  balanced  way  is  to  ask  the  question, 
how  do  we  help  without  hurting?  How  is  there  a  balanced  ap- 
proach— not  to  claim  that  there  is  no  room  for  the  role  of  Govern- 
ment. In  answer  to  the  minimum  wage,  there  will  be  some  adiust- 
ments.  No  one  is  suggesting  there  will  not  be.  But  the  tradeoff. 
Madam  Chair,  I  would  submit  to  you  is  far  better  in  raising  to  the 
level  of  a  livable  wage  than  not  to  do  it. 

The  adjustment,  I  would  say  in  1990-1991,  North  Carolina  to  the 
contrary,  and  we  are  a  southern  State.  There  were  some  that  did 
suffer,  but  in  the  long  run,  business  prospered.  The  New  York 
Times  did  a  series  of  articles  about  a  month  ago,  and  part  of  their 
reference,  again,  was  to  the  North  Carolina  experience,  when  in 
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Camp  Lejeune  where  many  of  the  people  in  1990  went  away  to 
work — I  mean,  went  away  top  fight —  many  of  the  small  businesses 
very  much  suffered.  But  when  the  minimum  wage  was  raised,  con- 
trary to  what  they  believed,  there  was  an  increase  in  the  number 
of  restaurants  and  an  increase  in  the  number  of  people  having  the 
money  to  buy. 

So,  indeed  there  may  be  some  adjustment.  No  one  is  disclaiming 
there  is  going  to  be  an  even  way,  but  that  adjustment  I  would  say. 
Madam  Chair,  is  worth  it.  I  would  not  disclaim  what  75  percent 
of  the  American  people  believe.  As  a  business  person  you're  out 
there  selling  to  the  American  public  and  75  percent  of  the  public 
is  saying,  "We  need  a  minimum  wage,"  and  those  are  not  minimum 
wage  people.  Those  are  the  people  who  earn  more  than  the  mini- 
mum wage  who  see  the  fairness  in  having  the  least  among  us  hav- 
ing enough  money  to  provide  for  their  family. 

In  economic  terms,  I  suggest  to  you  that,  in  the  long  run,  it  is 
in  the  best  interest  of  our  economy  to  have  citizens  earn  enough 
money  to  pay  for  their  goods,  rather  than  having  them  provided  by 
the  Cxovemment.  Furthermore,  concerning  the  EITC.  Im  a  strong 
supporter  of  the  EITC,  but  I'm  not  naive  enough  to  believe  that  the 
lETC  is  the  only  solution.  Indeed,  prior  to  coming  to  Congress,  I 
was  a  small  busmess  owner.  Moreover,  while  workmg  in  the  North 
Carolina  Department  of  Resources,  I  was  responsible  for  managing 
small  businesses. 

So,  I  know  how  small  businesses  work.  EITC,  as  well  as  other 
tax  incentives,  is  a  tax  benefit  for  small  business.  How  is  that  so? 
Because  EITC  only  goes  to  working  people.  What  does  that  mean? 
You're  raising  the  economy  and  raising  the  salary  without  raising 
the  minimum  wage  who  pays  for  that?  All  the  taxpayers  pay  for 
that,  not  the  smaller  business.  The  smaller  business  people  who 
are  now  having  people  at  the  lower  wage,  are  benefiting  from  what, 
the  tax  laws  that  allow — not  only  is  tax  credit  here  but  other  tax 
credits. 

So,  it  is  disingenuous  to  suggest  that  Government  is  not  helping 
businesses,  and  that  there  is  not  a  role  for  Government.  Madam 
Chair,  I  again  thank  you  for  having  this  hearing,  and  T  wish  we 
had  a  little  more  balance  on  the  witness  list,  but  you  said,  "That's 
how  it  was  last  time,  this  is  how  it  is  this  time."  Nevertheless,  we 
want  to  make  sure  the  record  shows  that  we  thought  that  there 
could  be  more  fairness. 

Chair  Meyers.  I  didn't  say  that  that's  how  it  was  that  last  time. 
But  I  did  say,  "That  this  is  the  Small  Business  Committee."  A  lot 
of  times  when  you  talk  about  minimum  wage,  you  talk  about  the 
impact  on  the  individual  and  society  and  the  economy,  nobody  ever 
thinks  to  mention  the  impact  on  small  business.  Because  the  im- 
pact of  the  minimum  wage  is  not  on  large  business.  They  negotiate 
with  unions,  they're  paid  much  more  than  minimum  wage. 

The  impact  of  minimum  wage  is  definitely  on  small  business  and 
I  thought  it  was  the  responsibility  of  this  Committee  to  look  at 
that. 

Ms.  Clayton.  I  applaud  you  for  that,  and  I  also  agree  with  your 
statement.  The  impact  of  the  minimum  wage  is  on  small  business, 
but  I  suggest  to  you  it  also  can  be  to  the  advantage  of  small  busi- 
ness. Because  to  have  more  disposable  income  that  allows  you  to 
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purchase  goods,  it  helps  small  business  for  people  to  be  able  to  buy 
that  hot  dfog  or  buy  other  goods.  I  understand  we  did  some  back- 
gfround  on  your  business. 

I  don't  know  how  many  people  can  afford  $25  an  hour.  But  if 
more  people  had — let  me  just  find — I  would  think  that — I  don't 
know  how  much  minimum  wage  would  help — ^pronounce  your  last 
name. 

Mr.  Uqdah.  Uqdah. 

Ms.  Clayton.  Uqdah.  I  don't  know  if  $25  per  hour  you  charge 
in  your  shop,  many  minimum  wage  people  can  afford  that.  But  I 
suspect  if  we  raise  that,  they  may  have  an  opportunity  to  do  that. 

It  would  seem  to  me  you  would  have  to  have  income  to  come  to 
your  shop.  Which  there's  nothing  wrong  with  that,  but  I'm  just  say- 
ing the  reality  as  we  check  who  owns  what  and  how  much  you're 
charging  people,  the  reality  of  who  can  afford  what,  means  that 
people  have  to  have  disposable  income.  Minimum  wage  allows 
that — allows  that  to  happen. 

Mr.  Uqdah.  When  vou  say  "how  much  I  charge  people,"  you're 
referring  to  my  prices: 

Ms.  Clayton.  Yes,  per  hour. 

Mr.  Uqdah.  Per  hour? 

Ms.  Clayton.  For  one  of  your  services  $25. 

Mr.  Uqdah.  For  one  of  my  services,  OK  We  provide  simpler 
services  there.  I  have  services  that  range  from  as  little  as  $20  to 
as  much  as  $500.  That's  my  business.  I  am  in  business  to  make 
money,  and  I'm  not  apologizing  for  that. 

Ms.  Clayton.  No  one  is  suggesting  that  you  apologize. 

Mr.  Uqdah.  I  think  what  you  have  missed  is  we  have  had  this 
discussion 

Ms.  Clayton.  I'm  asking  the  question.  I  have  the  right  to  dictate 
as  to  how  I  want  you  to  answer.  I'm  through  with  this  question. 

Mr.  Uqdah.  No.  You  have  a  right  to  ask  it,  but  you  can't  dictate 
how  I  can  answer. 

Ms.  Clayton.  No.  Well,  let  me  just  say,  I  am  now  through  with 
the  questioning. 

Mr.  Uqdah.  OK. 

Ms.  Clayton.  Thank  you. 

Mr.  Uqdah.  All  right.  That's  typical.  When  you  ask  that  type  of 
question,  just  like  this  gentleman  did  and  this  gentleman  did,  you 
ask  it  and  then  you  leave  it  alone. 

Ms.  Clayton.  Well,  so 

Mr.  Uqdah.  This  is  not  an  issue.  I  mean  you  didn't  discuss  any- 
thing about  individual  responsibility.  In  your  whole  statement.  You 
talk  about  moralness,  you  talk  about  consciousness,  you  talked 
about  fairness.  But  no  one  raised  the  issue  about  individual  respon- 
sibility. I  think  that's  unfair.  That's  unbalanced. 

Chair  Meyers.  Mr.  Chrysler. 

Ms.  Clayton.  I'll  leave  that,  Madam  Chair.  I  want  the  record  to 
show  I'll  leave  that  statement  unresponded  to.  Thank  you. 

Chair  Meyers.  Mr.  Chrysler. 

Mr.  Chrysler.  Thank  you.  Madam  Chairman.  The  debate  on  the 
minimum  wage  is — is  very  high  on  people's  agenda  in  1996.  Cer- 
tainly, if  it  was  good  policy  it  could  have  been  brought  up  in  1993 
or  1994  and  been  passed  on  straight  parties  lines,  if  it,  in  fact,  was 
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everything  that  the  other  side  of  the  isle  says  that  it  is,  as  far  as 
being  a  great  item  or  a  great  initiative  or  good  pubHc  policy  or  good 
economic  policy. 

The  truth  of  the  matter  is  this  minimum  wage  is  being  discussed 
right  now  because  the  AFL-CIO  came  to  town  with  tneir  union 
bosses  about  4  weeks — 5  weeks  ago  and  endorsed  the  President 
and  said,  "We  need  the  minimum  wage  increased  because  we're 
going  to  increase  union  dues  by  36  percent  on  our  union  members 
in  order  to  raise  $35  to  spend  in  Congressional  races  to  buy  back 
this  Congress." 

That's  what  it's  all  about.  Because  they're  trying  to  buy  back  this 
Congress  they  are  trying  to  mask  that  minimum — the  dues  in- 
crease by  raising  the  minimum  wage  issue,  which  is  tide  to  union 
contracts,  which  then  raise  union  wages. 

So,  it  covers  up  the  fact  that  they're  raising  dues  on  their  mem- 
bers to  buy  back  the  Congress.  Which  40  percent  of  they're  dues 
do  not  vote  and  support  the  leadership,  and  it  should  not  be — it 
shouldn't  even  be  an  issue.  It  shouldn't  be  discussed  this  year.  Ex- 
cept that  it  is  an  election  year. 

You  know  when  I  look  at  it  from  the  perspective  of  a  small  busi- 
ness person,  a  person  that  has  spent  25  years  of  my  life  out  there 
trying  to  put  people  to  work  and  create  jobs,  if  you  have  a  $100 
pie  that  you're  paying  your  wages  out  of,  and  if  you're  paying  $5 
an  hour;  you  can  employee  20  people. 

If  the  Government  waives  they're  magic  wand,  and  we're  going 
to  make  it  $6  an  hour,  you  just  lose  two  people,  now  you  only  have 
18  people  working.  The  pie  does  not  get  bigger  just  because  the 
Government  waives  this  magic  wand.  That's  the  reality  of  the  mini- 
mum wage. 

So,  we  either  have  to  do  some  things  to  increase  that  pie  which 
means  lower  regulation,  lower  the  burden  of  operating  a  business 
in  order  to  increase  that  pie,  so  you  don't  put  people  out  of  work. 

This  minimum  wage  would  hurt  the  very  people  who  it's  purport- 
edly there  to  help.  I  think  it's  a  hollow  argument  to  say  that  70 
percent  of  the  American  people  support  an  increase  in  the  mini- 
mum wage,  because  I  don't  think  70  percent  of  that  70,  if  they  un- 
derstand this  issue  and  if  it's  explained  to  them,  I  think,  they 
would  not  support  something  that  would,  in  fact,  put  people  out  of 
work. 

At  this  point,  I  would  like  to  yield  a  minute  to  my  good  friend 
from  Tennessee,  Zach  Wamp. 

Mr.  Wamp.  Thank  you,  Mr.  Chrysler.  I  want  to  pick  up  right 
where  you  left  off  on  who  really  supports  this.  I  mean,  the  media 
is  covering  the  78  percent  of  the  American  people  who  support  an 
increase  in  the  minimum  wage.  The  rest  of  the  story  is  on  that 
same  polling  up  front,  if  you  tell  the  people,  at  least  a  half  million 
people  probably  more  like  620,000  will  immediately  loose  their  job; 
and  then  ask  the  question  again,  you  have  46  percent  people 
against  it  and  39  percent  of  the  people  for  it. 

If  you  then  ask  the  question  would  you  be  willing  to  pay  $25  a 
week  out  of  your  own  pocket  to  support  this  minimum  wage  in- 
crease, almost  nobody  is  for  it.  Here  is  the  cold  reality. 

My  sister  runs  a  day  care  center  in  Chattanooga,  Tennessee. 
She's  got  80  employees.  Almost  all  of  her  wages  go  for  personnel 
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to  take  care  of  other  people's  children  in  this  day  care  center.  They 
start  no  one  at  minimum  wage.  They  pay  everyone  entry  level 
above  minimum  wage. 

She  said  if  this  minimum  wage  increase  goes  through,  they  will 
have  to  raise  theirs  then  inflationary  move  the  same  amount  as  the 
minimum  wage  increase.  They  have  to  pass  it  on.  They're  a  non- 
profit day  care  center.  They  take  care  of  40  people.  There's  no  other 
place  for  the  money  to  come  from.  They  pass  it  right  on  to  the 
consumer. 

So,  if  you  ask  the  parents  of  those  children,  "Will  you  pay  $25 
more  a  week  because  the  Government  raised  the  minimum  wage?" 
The  answer  is,  "No.  Please  don't  do  that  to  me.  I  don't  have  the 
money  to  pay  those  bills."  That  is  the  honest  real  assessment  of 
where  we  are  with  this  issue. 

Virtually,  no  one  in  this  country  is  for  it  if  they  have  to  pay  for 
it  and  they  will.  I  yield  back  the  balance  of  Mr.  Chrysler's  time. 

Mr.  Chrysler.  Thank  you,  Zach.  Very  good  point  and  certainly 
I  think  if  the  minimum  wage  was  tied  together  with  the  Team  Act, 
the  Beck  Decision,  or  the  Davis/Bacon  Act,  you  would  see  the 
unions  then  back  up  immediately  on  this  thing  and  say,  "No,  we 
don't  really  want  this  after  all." 

So,  I  think,  it's  really  a  matter  of  playing  politics  here.  I  keep 
hearing  people  like  Dave  Bonior  talking  about  20  million  Ameri- 
cans on  minimum  wage.  I  heard  Robert  Rice  say  that  there  was  5.6 
million  Americans  on  minimum  wage.  There  in  fact  is — according 
to  the  Labor  Department,  Robert  Rice's  own  department,  the  num- 
ber is  1.9  million  Americans,  and  we  need  to  help  those  1.9  million 
Americans,  we  need  to  help  all  Americans:  Male,  female,  black, 
white,  Hispanic.  We  need  to  help  them  all  by  making  sure  that  we 
can  pass  laws  here  that  will  let  them  keep  more  of  what  they  earn 
and  save,  let  them  make  their  own  decisions  how  they  spend  their 
money,  not  Grovernment.  Thank  you. 

Chair  Meyers.  Just  an  announcement.  Because  Members  want 
to  ask  questions,  we  have  canceled  the  second  panel.  We  will  re- 
schedule it  as  soon  as  possible.  I  regret  this,  but  there  were  press- 
ing concerns  on  the  part  of  the  four  Members  who  were  scheduled 
to  testify.  Ms.  Velazquez. 

Ms.  Velazquez.  Thank  you.  Madam  Chair.  I  just  want  to  echo 
my  concern  regarding  the  composition  of  this  panel.  I  think  that  I 
must  congratulate  you,  for  holding  this  hearing  is  really  timely  and 
is  in  part  with  most  of  the  American  people,  85  instead  of  70,  85 
of  the  American  voters  feel  about  minimum  wage. 

I  just  would  like  to  ask  my  first  question  to  Mr.  Bartlett.  You  re- 
ferred to  quite  a  few  studies  in  your  testimony  about  the  effect  of 
increasing  the  minimum  wage  on  employment  rate.  Of  the  21  stud- 
ies cited  in  the  appendix,  only  2  were  done  in  the  last  10  years. 
What  we  really  need  to  know  is  what  was  the  impact  nationally  on 
unemployment  in  1992  after  the  Federal  minimum  wage  was 
raised  in  1991?  Do  any  of  these  studies  show  a  significant  increase 
in  unemployment  after  the  times  the  Federal  minimum  wage  was 
raised  that  can  be  directly  tied  to  increasing  the  minimum  wage, 
Mr.  Bartlett? 

Mr.  Bruce  Bartlett.  Yes,  there  was  a  study  in  the  American 
Economic  Review,  May  1995,  by  Deere,  Murphy,  and  Welch.  They 
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basically  found  that  the  impact  of  the  most  recent  increase  in  the 
minimum  wage  was  exactly  what  was  predicted  by  the  economic 
literature  which  has  always  shown  that  a  10  percent  increase  in 
the  minimum  wage  reduces  teenage  unemployment  by  between  1 
and  3  percent,  and  the  findings  on  this  most  recent  minimum  wage 
increase  confirm  that. 

Ms.  Velazquez.  Mr.  Bartlett,  you  testified  that  the  study  by  the 
Princeton  professors,  Alan  Krueger  and  David  Card,  which  found 
no  drop  in  employment  among  New  Jersey's  fast  food  restaurants 
after  the  State  raised  its  minimum  wage  in  1992  is  flawed;  is  that 
correct? 

Mr.  Bruce  Bartlett.  Yes,  that  is  a  generally  held  view  among 
economists.  The  Card-Krueger  study  was  based  on  telephone  sur- 
veys. 

Ms.  Velazquez.  The  chief  critic  of  this  study  is  David  Neumark, 
from  University  of  Michigan.  In  1992,  he  said  the  impact  would  be 
a  decline  of  677,000  jobs  for  younger  workers.  That's  what  he  said 
in  1992. 

In  1995  before  the  Joint  Economy  Committee,  did  you  know  that 
he  said  that  the  figure  would  be  400,000  instead  of  677,000  that 
he  said  previously?  And  yesterday,  Mr.  Newmark  testified  before 
the  Subcommittee  on  Regulatory  Affairs.  He  testified  that  he  was 
lowering  his  estimate  in  the  overall  decline  in  jobs  among  young 
workers  to  be  just  100,000  to  200,000.  This  figure  just  keeps  drop- 
ping! How  would  you  justify  the  continual  falling  of  his  estimate? 

Mr.  Bruce  Bartlett.  Well,  what  the  economists  do  is  when  they 

?et  new  data,  they  revise  their  analysis.  It's  an  empirical  question, 
ou  simply  take  the  data  as  it's  given  to  you,  and  predictions  are 
sometimes  wrong.  But  subsequent  analysis  can  confirm  these 
things. 

I  don't  know  what  the  impact  of  the  minimum  wage  increase 
would  be,  but  if  it's  100,000  or  400,000,  I  think,  it's  sort  of  irrele- 
vant. I  think  that's  a  high  number  and  ought  to  be  given  more  con- 
sideration. 

Ms.  Velazquez.  Madam  Chair,  I  asked  him  previously  about  any 
study  that  shows  any  significant  impact  on  the  increase  of  unem- 
ployment. Mr.  Bartlett,  you  made  reference  to  a  study;  right? 

Mr.  Bruce  Bartlett.  Yes,  the  one  in  the  American 

Ms.  Velazquez.  I  would  just  like  to  put  into  the  record  that 
study.  It  says  that  the  results  were  insignificant  and,  although 
minimum  wage  increases  may  lead  to  small  net  disemployment, 
other  factors  may  be  involved,  like  the  recession  that  began  in 
1990. 

I  would  just  like  to  ask  another  question.  Mr.  Bartlett,  again. 
Your  recent  testimony  referred  to  191,000  women  nationwide  who 
maintain  families  on  a  minimum  wage.  The  latest  estimate  from 
David  Neumark  on  the  effect  on  job  opportunity  for  young  workers 
is  100,000.  Why  are  these  100,000  young  workers  who  may  be  af- 
fected, more  important  than  the  191,000  women  supporting  fami- 
lies? 

Mr.  Burce  Bartlett.  Well,  as  I  said  earlier,  I  think  that  there's 
a  lot  of  evidence  in  the  academic  literature  that  shows  that  when 
people  can't  get  their  first  job,  it  effects  their  ability  to  get  their 
second  job,  and  they  have  the  lifetime  effects.  I  think  that  if  one 
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is  concerned  about  the  191,000  women  who  maintain  households, 
Congress  could  easily  come  up  policies  that  are  far  more  targeted, 
far  cheaper  to  the  economy  that  would  do  far  more  good  for  those 
people  than  raising  minimum  wage,  that's  all. 

Ms.  Velazquez.  Would  you  also  support  a  cut  in  the  capital 
gains  tax? 

Mr.  Bruce  Bartlett.  I  think  we  should  abolish  the  capital  gains 
tax. 

Ms.  Velazquez.  But  you  see  a  role  for  Grovernment  when  it 
comes  to  capital  gains  tax? 

Chair  Meyers.  Excuse  me.  The  role  of  Government  in  this  situa- 
tion is  that  they  are  the  ones  who  imposed  the  capital  gains  tax 
on  small  business  in  the  first  place. 

Ms.  Velazquez.  Yes,  but  when  it  comes  to  providing  a  level  play- 
ing field  and  when  people  lecture  us  on  welfare  reform,  I  think 
that,  yes,  we  must  reform  welfare,  but  we  have  to  do  it  right  by 
investing  in  human  capital.  That's  what  we  are  doing  today,  by 
working  to  increase  the  minimum  wage.  This  is  what  the  American 
public — 85  percent  of  the  American  public  who  support  he  increase 
are  saying  today — ^"Let's  invest  in  human  capital,  let's  make  work 
pay."  That's  the  way  to  end  welfare  as  we  know  it. 

Chair  Meyers.  Thank  you,  Ms.  Velazquez.  I  appreciate  you  all 
being  here  today.  I've  learned  a  lot,  and  I  appreciate  your  being 
here.  This  hearing  is  adjourned. 

[Whereupon,  at  12:36  p.m.,  the  hearing  was  adjourned,  subject  to 
the  call  of  the  chair.] 
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statement  of  Rep.  John  E.  Baldacci 

Committee  on  Small  Business 

May  15,  1996 

Last  year,  Mobil  Oil  announced  quarterly  profits  of  $636  million.   One  week 
later,  they  hiked  the  dividend  on  their  stock  9%.   One  day  later,  they  laid  off  4700 
workers.   AT&T  announced  earlier  in  the  year  they  would  cut  40,000  jobs.   That  same 
day,  their  stock  went  up  4%.   In  December  of  1994,  Chemical  Bank  laid  off  9%  of  its 
workers.    In  August  of  1995,  they  merged  with  Chase  Manhattan  Bank  and 
announced  they  would  cut  12,000  jobs.   That  same  day  their  shares  increased  11%. 
The  CEO  of  Mobil  made  $800,000  in  the  value  of  his  holdings  the  day  of  the 
downsizing  announcement.   The  CEO  of  Chase  saw  the  value  of  his  holdings  jump 
by  $3.6  million  the  day  the  job  cuts  were  announced.   The  CEO  of  AT&T  saw  an 
increase  of  $1.6  million  in  his  holdings  after  their  announcement.   These  are  just  a 
few  examples,  but  they  are  indicative  of  a  growing  corporate  trend,  and  the  insecurity 
workers  feel  about  their  futures. 

There  is  a  great  deal  of  anxiety  about  overall  job  security  as  we  go  into  the 
next  century.   I've  continuously  heard  from  people  in  Maine  who  are  working  harder 
just  to  break  even.      Corporate  downsizing  is  making  many  firms  more  competitive, 
executive  pay  and  stock  prices  are  rising,  but  wages  remain  flat  and  jobs  are 
disappearing.   We  must  work  harder  to  improve  the  economic  prospects  for  our 
children.   The  stagnation  of  wages  is  a  very  real  issue,  and  it  is  quickly  becoming  a 
focal  point  of  debate  throughout  the  country,  and  in  Congress. 

The  first  thing  we  should  do  to  address  this  issue  is  raise  the  minimum  wage. 
This  is  particularly  important  as  we  discuss  welfare  reform.   What  incentive  does  one 
have  to  come  off  the  welfare  rolls  when  the  only  job  that  person  can  get  pays  $4.25 
an  hour?  This  won't  even  lift  a  full-time  worker  above  the  poverty  line.    In  fact,  it 
pays  only  71%  of  the  federal  poverty  line  for  a  family  of  three.    Incapable  of  living  on 
such  low  wages,  many  have  been  forced  to  supplement  their  income  through  the  use 
of  food  stamps,  public  housing,  Medicaid,  welfare  and  other  costly  government 
assistance  programs.   Raising  the  minimum  wage  by  90  cents  over  two  years  would 
be  sufficient  to  lift  a  family  of  three  with  one  worker  earning  minimum  wage  out  of 
poverty. 

Simple  economics  tells  us  that  a  moderate  increase  in  the  minimum  wage 
would  be  worthwhile  as  a  means  for  raising  working  families  above  the  poverty  line. 
It  is  also  sound  fiscal  policy,  since  there  will  be  reduced  utilization  of  government 
assistance  programs.   The  minimum  wage  is  a  basic  bread  and  butter  issue.   We 
should  be  able  to  provide  every  American  with  the  necessary  tools  to  ensure  that  all 
who  work  full-time  can  achieve  financial  independence.   I  am  hopeful  that  we  can 
work  in  a  bi-partisan  fashion  to  help  working  families  by  passing  an  increase  in  the 
minimum  wage. 
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Opening  Statement  of  Hon.  John  J.  LaFalce 
Ranking  Democratic  Member 
Committee  on  Small  Business 

Hearing  on  Minimum  Wage  and  Proposal  for  Entry-Level  Employment  Opportunities 

May  1 5,  1 996 


Madam  Chair.  Increasing  the  minimum  wage  is  one  of  the  most  important  issues 
confronting  this  Congress.  Although  we  have  heard  a  lot  of  economic  theory  bandied  about 
in  regard  to  this  issue,  it  is  not  simply  an  economic  issue.  This  issue  raises  serious  questions 
about  our  fundamental  values  as  a  society. 

Increasingly,  it  is  harder  and  harder  in  this  country  for  average  working  Americans 
to  bring  home  enough  money  to  put  food  on  the  table,  send  the  children  to  school  and 
simply  make  ends  meet.  These  are  people  who  are  willing  to  work,  and  work  hard.  But 
for  a  large  percentage  of  our  population,  the  reward  they  get  for  their  efforts  to  contribute 
to  our  society  is  the  minimum  wage  -  which  gives  them  an  income  below  the  poverty  level. 
Yet  the  Majority  generally  opposes  a  modest  increase  in  the  level  of  the  minimum  wage. 
If  the  Majority  in  this  institution  can  find  money  for  corporate  tax  breaks  and  special 
interest  provisions,  surely  it  can  find  the  resources  to  give  working  families  a  break. 

Because  of  the  importance  of  this  issue,  I  am  glad  the  Committee  is  having  a  hearing 
on  it.  But  I  must  object  to  the  way  the  Majority  is  generally  proceeding.  There  is  a 
Committee  of  jurisdiction  on  this  matter  -  the  Committee  on  Economic  and  Educational 
Opportunities.  Yet  despite  repeated  requests  by  that  Committee's  Minority,  that  Committee 
has  held  no  hearings,  undertaken  no  inquiry  and  reviewed  no  legislation.  Rep.  Williams 
may  wish  to  speak  to  this  issue  further. 

In  terms  of  our  own  hearing,  while  I  appreciate  your  inviting  one  of  the  five  private 
sector  witnesses  -  the  only  one,  incidentally,  that  had  to  travel  from  outside  the  D.C.  area  - 
-  and  the  two  Members  we  requested,  I  still  find  that  the  witness  list  does  not  provide  a  real 
balance  of  views  on  the  minimum  wage  and  related  issues.  After  repeated  requests,  we  only 
learned  of  the  roster  of  private  sector  witnesses  on  Monday  afternoon.  It  was  only  at  noon 
yesterday  that  we  were  told  that  two  Republican  Members  would  be  testifying  on  plans  for 
EITC  reform  nd  a  proposed  payroll  tax  reduction. I  Madam  Chair,  this  gave  the  Minority 
only  a  few  hours  to  prepare  for  these  issues,  and  very  little  time  to  suggest  appropriate 
witnesses  for  our  side. 

Now  let  me  turn  to  the  economics  of  this  issue.  Substantial  misinformation  has  been 
disseminated  by  opponent  s  of  a  minimum  wage  increase  under  the  guise  of  economic 
theory.  Much  of  the  concern  expressed  about  the  economic  impact  of  an  increase, 
particularly  the  impact  on  small  business,  does  not  hold  up  to  objective  analysis.  Let  me 
address  four  of  the  concerns  commonly  put  forward. 

First,  those  who  argue  that  an  increase  in  the  minimum  wage  will  devastate  their 
businesses  have  in  the  past  already  "coped"  with  much  higher  minimum  wage  levels  in  real 
terms.  Economic  data  clearly  demonstrate  that  time  has  long  passed  for  an  increase  in  the 
minimum  wage.  Indeed,  eleven  states  plus  the  District  of  Columbia  already  have  legislated 
minimum  wage  levels  above  the  current  $4.25  per  hour  required  in  federal  legislation. 
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There  are  several  reasons  an  increase  is  overdue: 

-  A  full-time,  40-hour-a-week  employee  earning  the  minimum  wage  will  draw 
an  annual  income  of  $8,500.  The  1996  poverty  line  for  a  family  of  four  is 
$16,000.  The  proposed  90-cent  increase  would  add  only  $1,800  annually, 
keeping  the  minimum  wage  worker  still  well  below  the  poverty  line  for  a 
family  of  four. 

-  Since  enactment  of  the  Fair  Labor  Standards  Act  of  1 938,  Congress  has  raised 
the  minimum  wage  1  7  times  and  has  sought  to  maintain  the  minimum  wage 
at  roughly  equal  to  50  percent  of  average  hourly  earnings.  Over  the  last  14 
years.  Congress  has  adjusted  the  minimum  wage  only  twice,  and,  as  a 
proportion  of  the  average  hourly  wage,  the  minimum  wage  is  at  its  lowest 
level  ever.  If  Congress  were  to  meet  its  objective  of  50  percent  of  the  average 
hourly  earnings,  loday's  minimum  wage  would  be  $5.69  per  hour. 

-  The  minimum  wage  has  also  lost  ground  in  terms  of  its  historical  purchasing 
power.  If  Congress  raises  the  minimum  wage  by  90  cents  to  $5.15  per  hour, 
the  minimum  wage  would  still  be  14  percent  below  its  1979  level  of 
purchasing  power.  If  Congress  does  not  act  to  raise  the  minimum  wage,  by 
1997  the  minimum  wage  will  drop  to  its  lowest  purchasing  power  in  over 
40  years. 

Madam  Chair,  I  am  submitting  for  the  record  a  chart  and  table  that  illustrate 
these  two  points  on  purchasing  power  and  average  hourly  earnings. 

Second,  opponents  of  raising  the  minimum  wage  contend  that  such  action  would 
primarily  hurt  teenagers  who  would  lose  jobs  and  be  denied  entry-level  employment 
opportunities.  In  truth,  minimum  wage  earners  are  primarily  adults  age  20  and  older. 
According  to  the  Bureau  of  Labor  Statistics,  nearly  70  percent  of  minimum  wage  workers 
are  in  this  age  category.  If  "young  adults"  age  18  to  19  are  included,  BLS  reports  that  87 
percent  of  minimum  wage  earners  are  in  this  group. 

Furthermore,  a  study  by  the  Democratic  staff  of  the  Joint  Economic  Committee  found 
that  raising  the  minimum  wage  does  not  cost  jobs  among  teenagers.  What  may  be  occurring 
is  that  teenagers  are  earning  more  money  with  a  raised  minimum  wage  and  are  able  to  cut 
back  the  number  of  hours  worked  to  spend  more  time  studying  in  school-yet,  they're  still 
earning  more! 

Third,  those  opposing  a  minimum  wage  increase  cite  a  recent  study  done  by  two 
economists,  David  Neumark  of  Michigan  State  University  and  William  Wascher  of  the 
Federal  Reserve.  That  study  critiqued  an  earlier  Princeton  Llniversity  study  by  David  Card 
and  Alan  Krueger  who  had  compared  employment  effects  in  fast-food  restaurants  in 
Pennsylvania  and  New  Jersey  when  New  Jersey  had  raised  the  minimum  wage  and 
Pennsylvania  had  not.  The  Princeton  study  found  that  employment  actually  increased; 
Neumark  and  Wascher  found  that  unemployment  increased  when  they  used  payroll  data 
supplied  by  the  restaurant  association.  However,  when  Neumark  and  Wascher  conducted 
a  second  study  using  their  own  independent  data,  they  too  found  that  employment  went 
up  in  New  Jersey.  A  separate  study  co-authored  by  Wascher  in  1995  concluded  that 
increases  in  the  minimum  wage  had  no  adverse  impact  on  teenage  employment:  "A  striking 
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feature  of  most  of  these  studies  (including  ours)  is  that  (they)  do  not  reveal  disemployment 
effects  of  minimum  wages  for  teenagers." 

As  for  further  concerns  among  professional  economists,  I  wish  to  submit  for  the 
Record  a  statement  by  over  TOO  prominent  economists,  including  three  Nobel  Laureates, 
who  support  an  increase  in  the  minimum  wage.  Their  statement,  in  part,  says  "We  believe 
that  the  federal  minimum  wage  can  be  increased  by  a  moderate  amount  without 
significantly  jeopardizing  employment  opportunities." 

Fourth,  contrary  to  conventional  wisdom,  small  businesses  are  not  dramatically 
affected  by  an  increase  in  the  minimum  wage-nor  are  small  businesses  notably  concerned 
about  it.  According  to  the  SBA  Office  of  Advocacy,  fewer  than  10  percent  of  small 
businesses  will  be  affected  by  an  increase  in  the  minimum  wage.  Most  small  businesses  pay 
above  the  minimum  wage  in  order  to  attract  good  workers.  Moreover,  most  small 
businesses  are  exempt  from  minimum  wage  legislation.  Those  businesses  with  receipts  of 
less  than  $500,000  do  not  have  to  pay  employees  minimum  wage  unless  that  employee  is 
involved  in  interstate  commerce,  such  as  a  truck  driver,  but  only  that  employee  would  be 
subject  to  minimum  wage. 

A  notable  point  regarding  the  importance  of  the  minimum  wage  issue  to  small 
business  generally  is  the  results  of  a  call  for  policy  recommendations  from  small  businesses 
themselves  at  last  year's  White  House  Conference  on  Small  Business,  in  an  issues  paper 
for  the  Conference,  SBA  brought  to  the  attention  of  tens  of  thousands  of  small  business 
owners  the  fact  that  bills  had  been  introduced  in  Congress  to  raise  the  minimum  wage. 
Despite  this  issue  being  brought  to  the  attention  of  small  businesses  attending  the 
conference,  the  top  403  recommendations  coming  from  the  regional  conferences  to  be 
considered  at  the  National  Conference  did  not  include  the  minimum  wage  issue. 

Again,  Madam  Chair,  I  am  concerned  that  these  hearings  are  not  confronting  the 
issues  before  us  in  an  honest,  fair  way.  When  Congress  is  engaged  in  considering  and 
voting  on  legislation  that  affects  so  many  Americans,  we  have  an  obligation  and 
responsibility  to  consider  a  full  array  of  views.  This  is  especially  true  on  an  issue  as  critical 
as  the  minimum  wage,  which  will  have  such  a  substantial  impact  on  all  working  Americans. 
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History  of  the  minimum  wage              | 

and 

average  hourly  earnings 

Date  of 

Minimum 

Average 

AHE 

Adustment. 

Wage 

Earnings 

Percent 

Oci. 

1938 

$0.25 

NA 

NA 

Oct. 

1939 

$0.30 

NA 

NA 

Oct. 

1945 

$0.40 

NA 

NA 

Jan. 

1950 

$0.75 

$1.27 

59% 

Mar. 

1956 

$1.00 

$1.71 

58% 

Mar.  1956 

$1.00 

$1.71 

58% 

Sept.  1%1 

$1.15 

$2.14 

54% 

Sept  1%3 

$1.25 

$2.28 

55% 

Feb.   1967 

$1.40 

$2.63 

53% 

Feb.   1968 

$1.60 

$2.78 

58% 

May  1974 

$2.00 

K19 

48% 

Jan.    1975 

$2.10 

$4.41 

48% 

Jan.    1976 

$2.30 

$4.71 

49% 

Jan.    1978 

$2.65 

$5.48 

48% 

Jan.    1979 

$2.90 

$5.97 

49% 

Jan.    1980 

$3.10 

$6.42 

48% 

Jan.    1981 

$3.35 

$7.03 

48% 

Apr.  1990 

$3.80 

$9.% 

38% 

Apr.  1991 

$4.25 

$10.30 

41% 

Jan.  1995 

$4.25 

$11J6 

37% 

Real  Minimum  Wage  Falling 
To  Lowest  Level  In  40  Years 


$7.80 


•4.00 
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SMementof  Su^wit  foraAtinimnm  Wag*  Inercue 

As  economists  who  are  concerned  about  the  erosion  in  the  living  standards  of 
households  dependent  on  the  earnings  of  low-wage  workers,  we  believe  that  the 
federal  minimum  wage  should  be  increased.  The  reasons  underlying  this  conclusion 
indude: 

•  After  adjusting  for  inflation,  the  value  of  the  minimum  wage  is  at  its 
second  lowest  annual  level  since  1955.  The  purchasing  power  of  the 
minimum  wage  is  26  percent  below  its  average  level  during  the  1970s. 

•  Since  the  early  19708,  ^benefits  of  economic  growth  have  been 
unevenly  distributed  among  workers.  Raising  tiie  minimum  wage  would 
help  ameliorate  this  trend.  The  positive  effects  of  the  miiumvim  wage  are 
not  felt  solely  by  low-income  households,  but  minimum  wage  workers 
are  overrepresented  in  poor  and  moderate-iruome  households. 

•  In  setting  ti\e  value  of  ttie  minimum  wage,  it  is  of  course  appropriate  to 
assess  potential  adverse  effects.  On  baluKe,  however,  the  evidence  from 
recent  econoouc  studies  of  ^  effects  of  increases  in  federal  and  state 
minimum  wages  at  the  end  of  the  19808  and  in  the  early  19908  -  as  well  as 
updates  of  Ute  traditional  time-series  studio-suggests  that  the 
employment  effects  were  negligible  or  small  Economic  studies  of  tiie 
effects  of  the  minimum  wage  on  inflation  suggest  that  a  higher  minimum 
wage  would  affect  prices  negligibly. 

•  Most  policies  to  boost  the  incomes  of  low-wage  workers  have  both 
positive  and  negative  features.  Aiui  excessive  reliance  on  any  oi\e  policy 
is  likely  to  create  distortioits.  The  minimum  wage  is  an  important 
component  of  the  set  of  policies  to  help  low-wage  workers.  It  has  key 
advantages,  including  that  it  produces  positive  work  incentives  and  is 
administratively  simple.  For  tiiese  and  other  reasons,  such  as  its 
exceptionally  low  value  today,  there  should  be  greater  reliance  on  ttie 
minimum  wage  to  support  ^  earnings  of  low-wage  workers. 

We  believe  that  tiie  federal  minimum  wage  can  be  increased  by  a  moderate 
amourxt  without  significantly  jeopardizing  employment  opportunities.  Amiiumum 
wage  increase  would  provide  a  mudvneeded  boost  in  the  incomes  of  many  low-  and 
moderate-income  households.  Specifically,  the  proposed  increase  in  the  minimum 
wage  of  90  cents  over  a  two-year  period  faUs  within  the  range  of  alternatives  where  the 
ovoall  effects  on  the  labor  market,  affected  workers,  and  the  economy  would  be 
positive. 
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STATEMENT  OF  THE  HONORABLE  DONALD  MANZULLO 

BEFORE  THE  HOUSE  SMALL  BUSINESS  COMMITTEE 

"INCREASING  ENTRY-LEVEL  EMPLOYMENT" 

May  15,  1996   10:00  AM   ROOM  2359  RHOB 

Madam  Chair,  I  applaud  your  efforts  to 
hold  this  hearing  today  on  small  business  and 
increasing  entry-level  employment 
opportunities . 

Earlier  this  year,  the  New  York  Times 
printed  a  fascinating  chart  that  contained  a 
series  of  short  tidbits  about  the  minimum 
wage  debate.   From  this  chart,  it  is  easy  to 
deduce  that  much  of  this  debate  has  little  to 
do  with  the  economic  reality  which  confronts 
our  nation's  small  businesses  every  day  but 
everything  to  do  with  politics. 

Most  people  have  little  idea  of  the 
average  profile  of  the  minimum  wage  worker. 
In  fact,  while  84  percent  of  Americans  favor 
increasing  the  minimum  wage,  78  percent  do 
not  know  what  it  is  ($4.2  5  per  hour).   Thus, 
misleading  statements  from  liberal 
politicians  often  confuse  the  debate  over 
this  topic. 
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Most  minimum  wage  workers  are  under  age 
25  with  little  or  no  work  experience.   Less 
than  three  percent  —  yes,  Madam  Chair,  three 
percent  of  minimum  wage  workers  are  single 
parents  with  nonworking  children  at  home.   In 
other  words,  the  average  minimum  wage  worker 
is  not  the  typical  portrait  created  by 
liberal  politicians.   Most  minimum  wage 
employees  are  younger,  live  in  households  in 
which  someone  else  is  also  employed,  and  work 
part-time.   Few  rarely  stay  at  $4.2  5  per  hour 
year  after  year.   A  minimum-wage  job  is 
usually  the  first  ticket  punched  up  the 
career  ladder  to  gain  invaluable  employment 
experience.   Finally,  77  percent  of  America's 
economists  believe  increasing  the  minimum 
wage  leads  to  a  loss  in  jobs. 
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Thus,  an  increase  in  the  minimum  wage 
would  stifle  job-creating  abilities  of  our 
nation's  small  businesses.   This  is  reflected 
in  another  article  printed  last  Friday  in  the 
New  York  Times  about  a  minority  McDonald's 
franchisor  in  Canton,  Ohio.   Robert  Bobbitt, 
Sr.  said,  "before  I  would  have  thought  of  the 
minimum  wage  as  a  social  issue.   Then  you 
start  working  for  yourself,  and  all  the  risk 
and  responsibilities  are  on  you.   Raising  the 
minimum  wage  will  take  money  out  of  the 
entrepreneur's  pocket."  He  estimates  that 
increasing  the  minimum  wage  would  cut  his 
annual  profit  by  $20,000  per  restaurant. 
That  means  Mr.  Bobbitt  will  not  be  able  to 
hire  more  people  or  buy  new  equipment  at  the 
four  McDonald's  he  operates. 
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Madam  Chair,  where  do  liberal 
politicians  think  jobs  come  from?  They 
certainly  do  not  grow  on  trees.   Certainly, 
it's  great  to  have  a  raise.   But  government- 
ordered  raises  will  only  cut  at  the  root  of 
the  most  dynamic  element  of  our  economy  — 
our  nation's  small  businesses. 

Increasing  the  minimum  wage  represents 
another  nail  in  the  coffin  of  small  business 
job  creation  potential.   They  are  already 
suffering  from  heavy  tax  burdens,  government 
mandates,  and  confusing  regulations  from  an 
alphabet  soup  of  state,  local,  and  federal 
agencies.   Now,  Congress  is  contemplating 
another  burden  —  increasing  the  cost  of 
labor. 

The  New  York  Times  had  it  right  in  1987. 
The  working  poor  deserve  a  better  shake  than 
becoming  political  pawns  in  a  bitter  partisan 
debate.   During  1993  and  1994,  when  the 
Democrats  controlled  both  houses  of  Congress 
and  the  White  House,  President  Clinton  never 
once  advocated  increasing  the  minimum  wage. 
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Yet,  shortly  after  the  Republican  Party 
settled  on  its  1996  nominee  for  president, 
all  of  a  sudden  it  became  a  pressing  issue. 
This  is  a  cynical  use  of  the  working  poor  for 
blatant  political  purposes. 

Let's  do  something  really  substantial 
for  the  working  poor.   Let's  free  up  the 
creative  ability  of  the  private  sector  to 
create  the  entry-level  jobs  needed  for  the 
working  poor  to  begin  the  advancement  up  the 
ladder  of  success.   Using  an  increase  in  the 
minimum  wage  to  overcome  poverty  is  an  old, 
tired  formula  but  it  is  fundamentally  flawed. 
Let  the  President  sign  more  of  the  "Contract 
with  America"  legislation  so  that  businesses 
can  begin  the  long  process  of  overcoming 
numerous  obstacles  to  growth. 

Thank  you.  Madam  Chair,  and  I  look 
forward  to  the  testimony  of  the  witnesses 
here  before  us  today. 
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The  Minimum  Wage:  A  Portrait 

Advocates  of  legislation  lo  raise  ttie  minimum  wage  by  90  cents 
an  hour  over  ttie  next  two  years,  mostly  Democrats,  argue  tliat  it 
would  provide  a  critical  lift  for  low-wage  workers  Opponents, 
mostly  Republicans,  say  that  the  increase  would  lead  to  a  loss  of 
jobs  and  that  Ihe  benefits  would  primarily  be  enjoyed  by  teen- 
agers and  others  who  do  not  really  need  Ihe  raise.  Economists 
disagree  over  which  position  is  right  Both  sides  offer  data  to 
bolster  their  position  Unless  otherwise  indicated.  Ihe  source  of 
Ihe  figures  here  is  the  Labor  Department 


Current  hourly  minimum  wage 
1986  minimum  wage  ($3  35)  in  1995  dollars 
1976,minimum  wage  ($2  30)  in  1995  dollars 
1966  minimum  wage  ($1  25)  in  1995  dollars 
1956  minimum  wage  ($1  00)  in  1995  dollars 

Last  time  minimum  wage  was  increased 

From  $3,35  to  $3  80  in  1990  and  to  $4  25  I 
Amount  of  erosion  in  value  of 
minimum  wage  since  it  was  last  raised 5C 


$4  25 
$4  64 
$5  88 
$5  39 
$5  13 
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Increase  in  total  lobs  m  United  States 

since  the  minimum  wage  was  last  raised  10  million 

Decrease  in  total  |obs  in  the  first  two 

years  after  the  last  raise 495.000 
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Number  of  workers  paid  by  the  hour  who  earn 

at  or  below  the  minimum  wage  3  66  million 

Number  who  earn  between  $4  25  and  $5  14 10  million 

imum  wage  workers  who  are 


Percent  of  i 
Under  20 
Under  25 
White 
Black  . . 
Women  . . 
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Percent  of  workers  earning  less  than  $5,15  an  hour 
who  live  alone 


.28 


Percent  who  are  men  living  with  wife  , 9 

Percent  who  are  women  living  with  husband        ,  ,19 

Percent  who  are  single  parents  with 

nonworking  children  at  home 2, 8''' 

Percent  with  hourly  wages  below  $5  1 5  who  live 

in  a  household  in  which  someone  else  works ,62 

Percent  who  live  with  parents 35(i) 

Percent  who  are  teen-age  students  from 

a  famify  with  above  average  earnings  ,  7 
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Percent  who  work  full  time 37 

Percent  who  are  food  sen/ice  workers 41 

Percent  who  work  for  the  Federal  Government     ,  2 


Percent  of  all  hourly  wage  workers  who  work  at  the 
minimum  wage  and  who. 

Did  not  graduate  from  high  school   12 

Graduated  from  high  school  but  did  not  go  to  college 4 

Graduated  from  college  but  did  not  go  to  graduate  school     ...  2 
Hold  doctoral  degrees 4 
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Official  poverty  line  for  family  of  four    $15,600 

Annual  wages  of  lull-time  worker  earning  $4  25  an  hour  .    $8,500 

Counting  earned-income  tax  credit,  food  stamps  and  payroll 
taxes,  the  amount  by  which  the  income  of  a  family  of  tour  with 
one  full-time  worker  earning  the  minimum  wage  would 
fall  below  the  poverty  line    $834 
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Number  of  economists  who  signed  a  statement  last  year 

supporting  an  increase  in  the  minimum  wage 101 

Number  of  signers  who  have  won  the  Nobel  Prize  3 

Number  of  signers  who  have  been  president  of  the  American 

Economics  Association .,...' 7 

Percent  of  22.000  members  of  the  American  Economics 

Association  who  believe  a  minimum-wage  increase 

would  lead  to  a  loss  in  jobs   77(2) 
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Percent  of  Americans  who  favor  raising  the  minimum  wage  .  84(3) 

Percent  who  worry  it  might  lead  lo  a  job  loss ■,    22(^1 

Percent  who  do  not  know  how  much  the  minimum  wage  is    .  78(^1 
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How  Bob  Dole  voted  on  minimum  wage  increases  in 

1961.  1966.  1988  and  April  and  fvlay  1989 No(5) 

How  he  voted  in  1972  and  November  1989 Yes(5) 

l^r.  Dole's  position  in  1972      r 

Chairman  of  Ihe  Republican  National  CommitteefS) 

Elizabeth  Dole's  position  in  1989  Secretary  of  Labor(5) 

Number  of  times  in  1993  and  1994,  when  Democrats 
controlled  Congress,  that  President  Clinton  mentioned 
in  public  his  advocacy  of  a  minimum  wage  increase  .  0(^' 

Number  of  times  he  has  done  so  in  1995  and  1996  (through 
Ivlarch  11)  when  Republicans  have  controlled  Congress     ,    47(6> 

Number  of  Congressional  hearings  Democrats 

held  on  the  minimum  wage  in  1993  and  1994 DC 


rooTNons 

1  Prof  Oavid  Macpherson.  Florida  State  University, 
study  based  on  Census  figures, 

2  University  of  New  Hampshire  Survey  Center.  1993 

3  New  York  Times/CBS  News  poll.  April  1996, 

^  Opinion  Research  Corporation,  January  1996 

^  Congressional  Quarterly 

^  Presidential  Papers 

'  Congressional  committee  staff  records. 
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THE  NEW  YORK  TIMES,  WEDNESDAY,  JANUARY  14.  1987 


The  Right  Minimum  Wage:  $0.00 


The  Federal  minimum  wage  has  been  frozen  at 
$3.35  an  hour  for  six  years.  In  some  states,  it  now 
compares  unfavorably  even  with  welfare  benefits 
available  without  working.  It's  no  wonder  then  that 
Edward  Kennedy,  the  new  chairman  of  the  Senate 
Labor  Committee,  is  being  pressed  by  organized 
labor  to  battle  for  an  increase. 

No  wonder,  but  still  a  mistake.  Anyone  working 
in  America  surely  deserves  a  better  living  standard 
than  can  be  managed  on  J3.35  an  hour.  But  there's  a 
virtual  consensus  among  economists  that  the  mini- 
mum wage  is  an  idea  whose  time  has  passed.  Rais- 
ing the  minimum  wage  by  a  substantial  amount 
would  price  working  poor  people  out  of  the  job  mar- 
ket. A  far  better  way  to  help  them  would  be  to  subsi- 
dize their  wages  or  —  better  yet  —  help  them  ac- 
quire the  skills  needed  to  earn  more  on  their  own. 


An  increase  in  the  minimum  wage  to,  say,  $4.35 
would  restore  the  purchasing  power  of  t>ottom-tier 
wages.  It  would  also  permit  a  minimum-wage 
breadwinner  to  earn  almost  enough  to  keep  a  family 
of  three  above  the  official  poverty  line.  There  are 
catches,  however.  It  would  increase  employers'  in- 
centives to  evade  the  law,  expanding  the  under- 
ground economy.  More  important,  it  would  Increase 
unemployment:  Raise  the  legal  minimum  price  of 
labor  above  the  productivity  of  the  least  skilled 
workers  and  fewer  will  be  hired. 

If  a  higher  minimum  means  fewer  jobs,  why 
does  it  remain  on  the  agenda  of  some  liberals?  A 
higher  minimum  would  undoubtedly  raise  the  living 
standard  of  the  majority  of  low-wage  workers  who 
could  keep  their  jobs.  That  gain,  it  is  argued,  would 
justify  the  sacrifice  of  the  minority  who  became 


unemployable.  The  argument  Isn't  convincing. 
Those  at  greatest  risk  from  a  higher  minimum 
would  be  young,  poor  workers,  who  already  face  for- 
midable barriers  to  getting  and  keeping  jobs.  In- 
deed, President  Reagan  has  proposed  a  lower  mini- 
mum wage  just  to  improve  thieir  chances  of  finding 
work. 

Perhaps  the  mistake  here  is  to  accept  the  lim- 
ited terms  of  the  debate.  The  working  poor  obvi- 
ously deserve  a  better  shake.  But  it  should  not  sur- 
pass our  ingenuity  or  generosity  to  help  some  of 
them  without  hurting  others.  Here  are  two  means 
toward  that  end: 

D  Wage  supplements.  Government  might  subsi- 
dize low  wages  with  cash  or  payments  for  medical 
insurance,  pensions  or  Social  Security  taxes.  Alter- 
natively, Washington  could  enlarge  the  existing 
earned  Income  tax  credit,  a  "negative"  income  tax 
paying  up  to  $800  a  year  to  working  poor  families. 
This  would  permit  better  targeting,  since  mini- 
mum-wage workers  in  affluent  families  would  not 
be  eligible. 

D  Training  and  education.  The  alternative  to 
supplementing  income  for  the  least  skilled  workers 
is  to  raise  their  earning  power  in  a  free  labor  mar- 
ket. In  the  last  two  decades,  dozens  of  programs  to 
do  that  have  produced  mixed  results  at  a  very  high 
cost.  But  the  concept  isn't  necessarily  at  fault;  nur- 
turing the  potential  of  individuals  raised  in  poverty 
is  very  difficult.  A  humane  society  would  learn  from 
its  mistakes  and  keep  trying. 

The  idea  of  using  a  minimum  wage  to  overcome 
poverty  is  old,  honorable  —  and  fundamentally 
flawed.  It's  time  to  put  this  hoary  debate  behind  us, 
and  find  a  better  way  to  improve  the  lives  of  people 
who  work  very  hard  for  very  little. 
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STATEMENT  OF  CHAIR,  JAN  MEYERS 

HEARING  BEFORE  THE 

COMMITTEE  ON  SMALL  BUSINESS 

"SMALL  BUSINESS  AND  ENTRY  LEVEL  EMPLOYMENT: 

HOW  TO  INCREASE  TAKE  HOME  PAY  AND 

KEEP  AMERICA  WORKING" 

U.S.  HOUSE  OF  REPRESENTATIVES 

WASHINGTON,  D.C. 

MAY  15,  1996 


According  to  statistics  from  the  Small  Business  Administration's 
Office  of  Advocacy,  small  businesses  provide  67  percent  of  all  first  time 
employment  opportunities.  Most  Americans  get  their  start  in  the  work 
world  because  a  small  business  owner  agrees  to  take  a  chance  on  an 
inexperienced,  and  often  low-skilled,  employee.  It  is  an  important  first 
step  in  building  the  skills  needed  to  climb  the  economic  ladder. 

A  portion  of  these  newly-hired  workers  begin  their  jobs  earning  the 
minimum  wage.  Who  are  these  workers  and  who  are  their  employers? 
How  is  this  important  alliance  affected  when  the  starting  wage  is 
increased  through  a  federal  mandate?    Is  increasing  the  minimum  wage 
the  best  way  to  increase  take-home  pay  for  starting  workers?  Are  their 
alternatives  to  an  increase  in  the  minimum  wage  that  would  boost  take- 
home  pay  and  encourage  employers  to  offer  more  job  opportunities  for 
those  who  need  it  the  most? 

Today,  the  Committee  will  explore,  from  an  economic  point-of- 
view,  and  from  the  small  business  owner  point-of-view,  how  a  proposed 
increase  in  the  federal  minimum  wage  would  affect  small  businesses 
ability  to  provide  jobs.  In  addition,  we  will  hear  from  Members  of 
Congress  who  have  developed  innovative  proposals  designed  to  help 
working  families  increase  their  take  home  pay.  This  hearing  is  very 
timely,  in  that  a  package  of  tax  initiatives  titled  the  "Small  Business  Job 
Protection  Act"  was  marked  up  in  the  Ways  and  Means  Committee 
yesterday,  and  may  be  considered  by  the  full  House  of  Representatives 
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in  the  near  future.  This  important  group  of  provisions  is  designed  to 
help  increase  the  productivity  of  small  businesses  and  promote 
opportunities  for  expansion.  Incentives,  such  as  the  Small  Business  Job 
Protection  Act,  are  vital  if  an  increase  in  the  federal  minimum  wage  is 
enacted. 

The  bill  includes  an  increase  in  the  expensing  allowance  from  the 
current  $17,500  to  $25,000  for  small  businesses  who  purchase  new 
equipment;  a  modification  of  the  PICA  Tip  Credit;  an  extension  of  the 
deduction  for  employer-provides  educational  assistance;  S  corporation 
reform;  pension  reform  which  includes  a  new  simplified  tax-favored 
retirement  plan  for  small  businesses,  known  as  the  SIMPLE  plan;  and  a 
new  Work  Opportunity  Tax  Credit,  which  is  a  reform  of  the  Targeted 
Jobs  Tax  Credit,  to  give  employers  a  credit  equal  to  35  percent  of  an 
employee's  wages  for  young,  high-risk  employees  or  other  qualified 
workers. 


Proponents  of  an  increase  are  fond  of  saying  that  a  rising  tide  lifts 
all  boats.  However,  a  rolling  tide,  while  lifting  some  boats,  may  sink 
others.  Most  of  the  small  business  owners  I  have  talked  to,  who  are 
pretty  good  navigators  to  stay  afloat  on  the  sea  of  federal  tax  and 
regulatory  burdens  we  create,  see  this  proposal  as  a  rolling  tide.  A 
minimum  wage  increase  could  sink  the  life-raft  of  opportunity  offered  to 
millions  of  workers  by  jeopardizing  small  business-based  entry  level 
jobs.  These  jobs  offer  not  only  a  wage,  but  the  chance  to  learn  vital 
skills  that  prepare  workers  for  a  lifetime  of  employment. 

As  I  have  noted  numerous  times  in  speeches  and  statements,  small 
business  is  America's  economic  engine.  But  intrusive  federal  policies, 
exemplified  by  our  tax  and  regulatory  structure,  continue  to  place 
roadblocks  in  front  of  small  businesses,  diverting  them  from  a  direct 
path  of  economic  growth.    These  diversions  result  in  fewer  jobs  for  their 
communities,  as  small  businesses  struggle  to  make  the  ledger  balance 
every  month.  Federal  policies  which  support  small  businesses,  not 
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strangle  them  in  red  tape  and  federal  mandates,  will  allow  them  to  create 
more  jobs  and  increase  workers'  earning  potential.  The  best  way  to  give 
America  a  raise  is  to  give  small  business  a  break. 
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Committee  on  Small  Business 
United  States  House  of  Representatives 

May  15,  1996 


Testimony  of  Representative  Glenn  Poshard 

Madam  Chairman,  I  want  to  thank  the  panel  of  witnesses  for 
taking  the  time  to  inform  this  Committee  on  proposals  before 
Congress  to  raise  the  minimum  wage  from  $4.25  to  $5.15  per  hour. 

The  purpose  for  raising  the  minimum  wage  is  to  prevent 
market  pressures  from  forcing  people  to  accept  less  compensation 
than  the  amount  necessary  to  make  ends  meet.   The  average  take 
home  pay  for  minimum  wage  workers  is  currently  $8,500.   In  order 
to  reach  the  1996  poverty  line,  the  average  workers'  take  home 
salary  must  be  at  least  $16,000.   Working  for  $4.25  an  hour  is 
not  enough  to  put  bread  on  the  table.   In  addition,  fringe 
benefits  earned  by  a  minimum  wage  worker  are  likely  to  be  less 
than  those  of  more  highly  paid  persons,  thus  widening  the  gap 
between  the  actual  economic  well-being  of  minimum  wage  workers. 
Overall,  it  is  impossible  for  a  family  to  maintain  an  average 
standard  of  living  earning  minimum  wage. 

If  Congress  does  not  vote  to  raise  the  minimum  wage  to 
$5.15,  by  1997,  the  minimum  wage  will  be  at  its  lowest  purchasing 
power  in  over  4  0  years.   If  we  are  serious  about  enacting 
meaningful  welfare  reform  and  moving  people  from  welfare  to  work, 
then  they  must  have  job  opportunities  which  pay  enough  for  them 
to  support  their  families. 

Again  Madame  Chairman,  thank  you  for  holding  this  much 
needed  hearing,  and  I  thank  the  witnesses  in  sharing  their  views 
and  expertise  on  the  minimum  wage. 
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The  Minimum  Wage  Trap 


President  Clinton  is  asking  Congress  to  raise  the  minimum  wage  by  90  cents  over  two 
years  to  $5.15  per  hour,  a  21%  increase.  In  1981,  the  congressionally -mandated  Minimum  Wage 
Study  Commission  concluded  that  a  10  percent  increase  in  the  minimum  wage  reduced  teenage 
employment  by  1  percent  to  3  percent.  This  estimate  is  confirmed  in  more  recent  studies  by 
David  Neumark  of  Michigan  State  and  William  Wascher  of  the  Federal  Reserve  Board,  and  Kevin 
Murphy  of  the  University  of  Chicago,  and  Donald  Deere  and  Finis  Welch  of  Texas  A&M.  This 
suggests  that  between  130  thousand  and  400  thousand  jobs  will  be  lost  if  the  Clinton  plan  is 
approved  by  Congress. 

The  Clinton  Administration  has  challenged  the  widespread  view  among  economists  that 
an  increase  in  the  minimum  wage  will  reduce  jobs  by  referring  to  the  recent  work  of  economists 
David  Card  and  Alan  Krueger,  both  of  Princeton.  Their  studies  of  fast  food  restaurant 
employment  after  New  Jersey  and  California  increased  their  state  minimum  wages  found  no 
evidence  of  job  loss. 

However,  there  were  flaws  in  the  data  that  cast  serious  doubt  on  the  validity  of  the  Card- 
Krueger  conclusions.  In  a  paper  published  by  the  National  Bureau  of  Economic  Research, 
Neumark  and  Wascher  reexamined  their  data,  which  originally  came  from  telephone  surveys. 
Using  actual  payroll  records  from  a  sample  of  the  same  New  Jersey  and  Pennsylvania 
restaurants,  Neumark  and  Washer  concluded  that  employment  had  not  risen  after  an  increase  in 
the  minimum  wage,  as  Card  and  Krueger  had  claimed,  but  in  fact  had  fallen.  A  review  of  the  Card 
study  of  California  by  Professor  Lowell  Taylor  of  Carnegie  Mellon  University  found  that  the 
state  minimum  wage  increase  had  a  major  negative  effect  in  low-wage  counties  and  for  retail 
establishments  generally.  Thus  Nobel  Prize  winning  economist  Gary  Becker  of  the  University  of 
Chicago  concluded  that  "the  Card-Krueger  studies  are  flawed  and  cannot  justify  going  against  the 
accumulated  evidence  from  many  past  and  present  studies  that  find  sizeable  negative  effects  of 
higher  minimums  on  employment." 

The  fact  is  that  virtually  every  major  study  that  has  ever  been  done  has  found  significant 
job  losses  from  an  increase  in  the  minimum  wage,  with  the  rare  exception  of  those  done  by  Card 
and  Krueger.  (Krueger  served  as  chief  economist  for  the  U.S.  Department  of  Labor  under  Robert 
Reich.)  A  survey  of  earlier  studies  by  the  U.S.  General  Accounting  Office  in  1983,  for  example, 
"found  virtually  total  agreement  that  employment  is  lower  than  it  would  have  been  if  no 
minimum  wage  existed." 
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But  even  if  the  minimum  wage  had  no  effect  on  overall  employment,  there  are  still  strong 
arguments  against  raising  it.  First,  it  is  important  to  understand  that  the  impact  of  the  minimum 
wage  is  not  uniform.  For  98.2  percent  of  wage  and  salar)-  workers,  there  is  no  impact  at  all. 
because  they  either  already  earn  more  than  the  minimum  or  are  not  covered  by  it.  However,  for 
workers  in  low-wage  industries,  those  without  skills,  members  of  minority  groups,  and  those 
living  in  areas  of  the  countr>-  where  wages  tend  to  be  lower,  the  impact  can  be  severe.  This  is 
why,  historically,  economists  have  always  found  that  the  primary  impact  of  the  minimum  wage 
has  been  on  black  teenagers. 

In  1 948,  when  the  minimum  wage  covered  a  much  smaller  portion  of  the  labor  force,  the 
unemployment  rate  for  black  males  age  16  and  17  was  just  9.4  percent,  while  the  comparable 
unemployment  rate  for  whites  was  10.2  percent.  In  1995,  unemployment  among  black  teenage 
males  was  37.1  percent,  while  the  unemployment  rate  for  white  teenage  males  was  15.6  percent. 
The  unemployment  rate  for  black  teenage  males  has  tended  to  rise  and  fall  with  changes  in  the 
real  minimum  wage. 

But  current  unemployment  is  just  a  part  of  the  long-term  price  that  teenagers  of  all  races 
pay  for  the  minimum  wage.  A  number  of  studies  have  shown  that  increases  in  the  minimum 
wage  lead  employers  to  cut  back  on  work  hours  and  training.  When  combined  with  the  loss  of 
job  opportunities,  this  means  that  many  youths,  especially  minorit>'  youth,  are  prevented  from 
reaching  the  first  rung  on  the  ladder  of  success,  with  consequences  that  can  last  a  lifetime.  Even 
liberals  now  recognize  that  this  may  be  the  worst  effect  that  the  minimum  wage  has.  For 
example,  in  1 992  former  Senator  George  McGovem  wrote  in  the  Los  Angeles  Times: 

Unfortunately,  many  entry-level  jobs  are  being  phased  out  as  employment  costs 
grow  faster  than  productivity.  In  that  situation,  employers  are  pressured  to 
replace  marginal  employees  with  self-service  or  automation  or  to  eliminate  the 
service  altogether.  When  these  jobs  disappear,  where  will  young  people  and  those 
with  minimal  skills  get  a  start  in  learning  the  "invisible  curriculum"  we  all  leam  on 
the  job?  The  inexperienced  applicant  cannot  leam  about  work  without  a  job. 

When  people  cannot  get  legitimate  jobs,  it  is  not  surprising  that  they  turn  to  crime  and  the 
underground  economy.  Studies  by  Professors  Masanori  Hashimoto  of  Ohio  State  and  Llad 
Phillips  of  the  University  of  California,  Santa  Barbara  both  show  that  increases  in  the  minimum 
wage  increase  teenage  crime.  And  a  study  by  Professor  William  Beranek  of  the  University  of 
Georgia  found  that  the  minimum  wage  increases  employment  of  illegal  aliens,  who  are  unlikely  to 
report  any  violations  of  the  Fair  Labor  Standards  Act  to  the  Department  of  Labor. 
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Research  also  shows  that  the  minimum  wage  increases  welfare  dependency.  A  recent 
study  by  Peter  Brandon  of  the  University  of  Wisconsin,  for  example,  looked  at  welfare  rates  in 
states  that  increased  their  minimum  wages  in  the  1980s  with  those  that  did  not.  In  those  that  did, 
the  average  time  on  welfare  was  44%  higher  than  in  states  that  did  not.  Much  of  the  reason  is 
due  to  reduced  employment  opportunities  for  welfare  mothers.  In  states  not  raising  the 
minimum  wage,  half  of  welfare  mothers  worked  during  the  years  surveyed,  while  in  states  that 
raised  the  minimum  wage  only  40%  reported  working. 

Intuitively  one  would  have  expected  a  higher  minimum  wage  to  make  work  more 
rewarding  for  those  on  welfare.  However,  the  interaction  of  the  welfare  and  tax  systems  means 
that  some  working  people  are  actually  worse  off  after  an  increase  in  the  minimum  wage. 
Economist  Carlos  Bonilla  of  the  Employment  Policies  Institute  found  a  dramatic  example  of  this 
in  California  after  the  minimum  wage  rose  from  $3.35  to  $4.25.  After  accounting  for  the  phase- 
out  of  AFDC  (Aid  to  Families  with  Dependent  Children),  Medicaid,  and  food  stamps,  and 
federal,  state,  and  local  taxes,  it  turned  out  that  a  single  parent  earning  the  minimum  wage  was 
$  1 ,800  per  year  worse  off  after  the  increase  than  before. 

Finally,  the  latest  research  has  shown  that  increases  in  the  minimum  wage  encour^e  high 
school  students  to  drop-out-enticed  by  the  lure  of  higher  pay  for  unskilled  work.  This  has  the 
effect  of  reducing  their  lifetime  earnings  and  displacing  lower-skilled  workers  at  the  same  time. 

Given  these  kinds  of  effects,  it  is  not  surprising,  therefore,  that  the  minimum  wage  has 
almost  no  impact  on  poverty  or  increasing  the  incomes  of  the  poor.  AHhough  some  poor  people 
are  better  off  because  they  get  higher  wages,  others  are  worse  off  because  they  lose  their  jobs. 
Thus  one  study  found  that  the  22  percent  increase  in  the  minimum  wage  in  1976  added  just  $200 
million  to  the  aggregate  income  of  those  in  the  lowest  10  percent  of  the  income  distribution. 
Indeed,  much  of  the  benefit  of  the  minimum  wage  actually  accrues  to  the  well-off,  whose  children 
get  paid  more  for  part-time  jobs. 

Although  proponents  of  a  higher  minimum  wage  often  talk  about  the  difficulty  of 
supporting  a  family  on  the  minimum  wage,  only  a  very  small  number  of  workers  earning  the 
minimum  wage  actually  do  so.  In  1993  only  22  thousand  men  and  191  thousand  women 
nationwide  maintained  families  on  a  minimum  wage  job,  according  to  the  Bureau  of  Labor 
Statistics. 

According  to  the  latest  BLS  data  for  1995,  37  percent  of  minimum  wage  workers  were 
teenagers,  probably  living  at  home,  and  59  percent  were  age  24  or  younger.  About  17  percent  of 
minimum  wage  workers  are  wives,  and  thus  likely  to  be  secondary  earners,  and  66  percent  only 
work  part-time.  These  include  students,  the  elderly  with  pension  or  Social  Security  income,  and 
those  simply  looking  for  a  little  extra  cash. 
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Moreover,  these  data  overstate  the  number  of  workers  earning  only  the  minimum  wage. 
Some  49  percent  of  minimum  wage  workers,  for  example,  work  in  retail  trade,  such  as 
restaurants,  where  tips  and  commissions  may  add  to  their  income,  but  are  not  counted  as  wages. 
Also,  data  on  minimum  wage  workers  is  based  solely  on  money  wages,  excluding  fringe  benefits. 
Such  benefits  on  average  increase  money  incomes  by  better  than  40  percent,  according  to  the  U.S. 
Chamber  of  Commerce,  thus  pushing  the  total  income  of  most  minimum  wage  workers  well 
above  the  minimum.  As  a  consequence,  many  employers  respond  to  increases  in  the  minimum 
wage  by  cutting  back  on  benefits. 

Employers  also  respond  by  cutting  back  on  hours,  installing  labor-saving  equipment  and 
by  changing  the  mix  of  part-time  and  full-time  workers.  This  is  why  it  is  difficult  to  find  a  bank 
teller  or  someone  to  wait  on  you  at  the  local  department  store.  Between  1963  and  1995  average 
weekly  hours  worked  in  retail  trade,  the  industry  most  affected  by  the  minimum  wage,  fell  fi-om 
37.3  to  28.9.  while  hours  worked  in  higher  paid  industries  such  as  mining  and  construction,  that 
are  basically  unaffected  by  the  minimum  wage,  increased. 

The  case  against  the  minimum  wage  is  strong.  In  fact,  it  should  be  abolished.  Even  the 
New  York  Times,  that  bastion  of  liberalism,  has  said  so.  As  the  headline  on  its  Januar>  14,  1987 
lead  editorial  put  it:  "The  Right  Minimum  Wage:  $0.00."  Indeed,  according  to  Professors  Robert 
Meyer  of  the  University  of  Chicago  and  David  Wise  of  Harvard,  abolition  would  actually 
increase  the  aggregate  income  of  youth  in  this  country.  Raising  the  minimum  wage  simply  moves 
us  further  in  the  wrong  direction. 
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APPENDIX 

Academic  Research  Showing  Lower  Employment 
from  the  Minimum  Wage 

Many  studies  have  been  done  on  the  minimum  wage  over  the  last  50  years.  Virtually  all 
show  that  increases  in  the  minimum  wage  reduce  employment.  Following  is  a  fairly 
comprehensive  list  of  studies  that  have  appeared  in  respected  academic  journals  showing  a 
negative  relationship  between  employment  and  the  minimum  wage.  Economists  generally  give 
more  weight  to  articles  appearing  in  such  journals  because  they  are  refereed  by  fellow 
economists.  The  articles  are  presented  in  chronological  order. 

1.  George  Stigler,  "The  Economics  of  Minimum  Wage  Legislation,"  American  Economic 
Review  (June  1946). 

2.  John  M.   Peterson,  "Employment  Effects  of  Minimum  Wages,  1938-50,"  Journal  of 
Political  Economy  (October  1957). 

3.  H.M.    Douty,    "Some  Effects  of  the  $1.00  Minimum   Wage  in  the  United    States." 
Economica  (May  I960). 

4.  Marshall  Colberg.  "Minimum  Wage  Effects  on  Florida's  Economic  Development,"  Journal 
of  Law  and  Economics  (October  I960). 

5.  Yale    Brozen,    "The    Effect   of   Statutory'    Minimum    Wage   Increases    on    Teen-age 
Employment,"  Journal  of  Law  and  Economics  (April  1969). 

6.  Thomas  G.  Moore,  "The  Effect  of  Minimum  Wages  on  Teenage  Unemployment  Rates," 
Journal  of  Political  Economy  (July/August  1971). 

7.  Marvin  Kosters  and  Finis  Welch,  "The  Effects  of  Minimum  Wages  on  the  Distribution  of 
Changes  in  Aggregate  Employment,"  American  Economic  Review  (June  1972). 

8.  Douglas  Adie,  "Teen-Age  Unemployment  and  Real  Federal  Minimum  Wages,"  Journal  of 
Political  Economy  (March/ April  1973). 

9.  Finis  Welch,  "Minimum  Wage  Legislation  in  the  United  States,"   Economic  Inquiry 
(September  1974). 
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10.  H.F.  Gallasch,  Jr.,  "Minimum  Wages  and  the  Farm  Labor  Market,"  Southern  Economic 
Journal  (January'  1975). 

11.  Jacob  Mincer,  "Unemployment  Effects  of  Minimum  Wages,"  Journal  of  Political 
Economy  (August  1976). 

12.  Edward  M.  Gramlich,  "Impact  of  Minimum  Wages  on  Other  Wages,  Employment,  and 
Family  Incomes."  Brookings  Papers  on  Economic  Activity  (No.  2,  1976). 

13.  James  F.  Ragan,  "Minimum  Wages  and  the  Youth  Labor  Market,"  Review  of  Economics 
and  Statistics  (May  1977). 

14.  Finis  Welch  and  James  Cunningham,  "Effects  of  Minimum  Wages  on  the  Level  and  Age 
Composition  of  Youth  Employment."  Review  of  Economics  and  Statistics  (February 
1978). 

15.  Peter  Linneman,  "The  Economic  Impacts  of  Minimum  Wage  Laws:  A  New  Look  at  an 
Old  Question,"  Journal  of  Political  Economy  (June  1982). 

16.  Daniel  S.  Hammermesh,  "Minimum  Wages  and  the  Demand  for  Labor,"  Economic  Inquiry 
(July  1982). 

17.  Robert  H.  Meyer  and  David  A.  Wise,  "The  Effects  of  the  Minimum  Wage  on  the 
Employment  and  Earnings  of  Youth,"  Journal  of  Labor  Economics  (January  1983). 

18.  Robert  H.  Meyer  and  David  A.  Wise,  "Discontinuous  Distributions  and  Missing  Persons: 
The  Minimum  Wage  and  Unemployed  Youth,"  Econometrica  (November  1983). 

19.  James  C.  Cox  and  Ronald  L.  Oaxaca,  "Minimum  Wage  Effects  With  Output 
Stabilization."  Economic  Inquiry  (July  1986). 

20.  David  Neumark  and  William  Wascher,  "Employment  Effects  of  Minimum  and 
Subminimum  Wages:  Panel  Data  on  State  Minimum  Wage  Laws,"  Industrial  and  Labor 
Relations  Review  (October  1992). 

21.  Donald  Deere,  Kevin  Murphy,  and  Finis  Welch,  "Employment  and  the  1990-1991 
Minimum  Wage  Hike,"  American  Economic  Review  (May  1995). 
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Congresswoman  Meyers,  Members  of  the  Committee,  thank  you  for 
the  opportunity  to  contribute  to  today's  hearing.  I  am  Audrey  Tayse 
Haynes,  executive  director  of  Business  and  Professional 
Women/USA,  a  non-partisan  organization  representing  70,000 
working  women  with  more  than  2000  local  organizations  —  at  least 
one  in  every  congressional  district  BFW  works  to  achieve  economic 
equity  for  ail  women  in  the  workplace.  I  am  also  a  small  business 
owner. 

Most  of  our  members  would  be  affected  by  an  increase  in  the 
minimum  wage.  One-third  of  our  members  are  small  business 
owners  while  others  are  corporate  managers,  professionals  and  yes, 
hourly  workers.  We  kiujw  all  too  well  who  works  in  low-income 
jobs:  WOMEN.  In  fact  more  than  three  out  of  every  five  workers 
earning  the  minimum  wage  are  women. 

These  women  are  struggling  to  support  their  families,  to  avoid 
having  to  rely  on  the  government  for  their  next  meal.  Yet  the  current 
minimum  wage  falls  well  short  of  enabling  them  to  become  self- 
sufficient,    At  $8,500  a  year,  these  employees  are  often  referred  to  as 
"low  wage  workers."  If  they  can  survive  on  that,  then  I  call  them 
"miracle  workers." 

Although  some  say  that  the  government  has  no  place  in  setting  a 
minimum  wage  -  that  the  free  market  should  decide  wages  -  we,  as 
business  and  professional  women,  recognize  that  the  free  market 
doesn't  work  the  same  way  for  women  and  minorities  as  it  works 
for  men.  Congress  has  recognized  this  as  well:  after  all,  this  body 
enacted  the  Equal  Pay  Act  of  1963  and  Title  VII  of  the  1964  Civil 
Rights  Act,  which  we  sincerely  appreciate,  however  the  free  market 
still  doesn't  recognize  the  Eqiial  Pay  Act  of  1963  since  women  make 
$.72  for  every  $1.00  made  by  her  male  counterpart.  The  goverrunent 
does  have  a  role  to  play  in  preventing  discrimirution  and  ensuring 
equal  treatment.  Without  a  liveable  minimum  wage  standard, 
members  of  disadvantaged  groups  will  be  forced  to  work  for  less 
and  less. 
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For  these  reasons,  dtuing  BPW's  national  board  of  directors  meeting  in 
February  of  1995  and  again  later  during  our  annual  conference,  July  1995,  the  entire 
convention  body  overwhelmingly  passed  a  resolution  supporting  an  increase  in  the 
minimum  wage  to  $5.15/hour. 

A  lot  of  thought  went  into  that  resolution.  As  an  organization  in  which  one 
out  of  every  three  members  is  a  small  business  owner,  the  last  thing  BPW  would 
support  is  legislation  leading  to  the  decline  of  viable  small  businesses.   But  our 
members  know  that  is  not  what  will  happen  if  you  increase  the  minimum  wage.   In 
fact,  they  share  the  views  of  70  to  85  percent  of  all  Americans  nationwide  who 
support  raising  the  minimum  wage. 

Joyce  Draper,  a  BPW  member,  owns  a  chain  of  car  wash  outlets  in  Mooresville, 
North  Carolina  -  she  supports  raising  the  minimum  wage.  So  does  Fern  Denholm, 
owner  of  a  flower  shop  in  \^ginia.  And  Joyce  Hart,  from  Albany,  New  York,  owner 
of  an  insurance  agency.  They  all  support  an  increase  in  the  minimum  wage. 

Just  recently  I  learned  that  Barbara  Harrelson  of  Arizona  is  also  outspoken  in 
favor  of  increasing  the  minimum  wage.  She  is  general  manager  of  Safford  Valley 
Cotton  growers,  a  cotton  processing  cooperative  in  Safford,  Arizona.  Her  company 
employs  20  to  75  employees,  depending  on  the  time  of  year,  several  of  whom  earn 
between  $4.25  and  $5.15  per  hour.  Barbara  says  that  though  they  would  feel  the 
increased  labor  costs  early  on,  their  profits  would  not  suffer  in  the  long  run.   She 
points  out  that  the  last  time  ti\e  minimum  wage  went  up,  the  productivity  of  their 
workers  actually  increased  -  which  benefited  the  bottom  line. 

Barbara  says,  "Our  workers  take  more  pride  in  their  work  when  they  can 
better  feed  their  families.  I  can't  think  of  anything  worse  than  a  female  or  male  head 
of  household  who  goes  to  work  day  after  day  and  can't  feed  their  family.  This  is  a 
family  issue  -  we  have  to  think  beyond  short-term  profits  of  today  and  toward  the 
future  of  American  fanulies." 

As  a  small  business  owner  myself,  I  share  Barbara's  views.  My  husband, 
Michael,  and  I  own  and  operate  Kelley's  Garden  Cafe,  in  our  hometown  of  Frankfort, 
Kentucky,  We  employ  three  workers  year-round,  pitas  an  additional  two  to  three 
part-time  seasonal  workers  durir\g  our  busiest  periods.  We  curreittly  pay  our 
workers  above  the  minimum  wage.  We  do  so  because  we  value  cmr  employees,  and 
recognize  that  paying  them  the  lowest  legal  wage  is  not  the  best  way  to  demonstrate 
that,  nor  is  it  the  best  way  to  cultivate  loyalty  and  avoid  high  turnover  rates. 

We  would  like  to  pay  them  more  than  we  do  now.  But  because  our 
competitors  choose  to  pay  ttieir  workers  at  or  near  the  minimum  wage,  we  cannot 
raise  their  salaries  furttier. 

Just  a  few  months  ago,  a  Subway  sandwich  shop  -  part  of  a  very  large 
natioiral  franchise  -  moved  into  the  next  block  from  Kelley's,  Not  orJy  do  they  pay 
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their  workers  at  or  near  mmimum  wage,  the>  are  able  to  buy  their  food  in  larger 
quantities,  and  they  enjoy  universal  name-recognition.  These  factors  give  Subway  a 
competitive  advantage.  However,  if  the  federal  minimum  wage  were  to  be  increased, 
our  workers  would  get  a  raise  without  it  placing  us  at  a  disadvantage  to  our  direct 
competitors.  We  see  this  as  a  level  playing  field  issue. 

But  exactly  how  would  we  cope  with  the  increase  to  $5.15?  Well,  we  probably 
wouldn't  have  to  do  anything  right  away  due  to  seasonal  sales  increase,  and  because 
the  minimum  wage  increase  would  be  phased  in  over  two  years.  Down  the  road,  we 
might  charge  a  nickel  more  for  a  sandwich,  or  a  dime  more  for  a  salad.  Either  way, 
we  don't  anticipate  a  drop-off  in  our  volim\e  of  business.  In  fact,  an  increase  in  the 
minimum  wage  might  jvist  give  us  a  few  new  customers! 

At  this  point,  however,  I'd  like  to  set  the  record  straight  about  the  typical 
minimum  wage  earner.  He  is  not  a  teenager  flipping  burgers  after  school  for  gas  and 
pizza  money.  The  typical  worker  is  actuaUy  a  she  -  an  adult,  working  full-time, 
supporting  at  least  one  child  in  her  household. 

Keeping  the  minimvan  wage  at  its  present  level  (a  level  26  percent  below  the 
real  purchasing  power  it  had  in  tfie  1970s,  and  35  percent  below  its  peak  in  1968), 
wovild  have  dire  repercussions.  Our  strapped  social  welfare  system  has  and  will 
continue  to  subsidize  the  wages  of  these  workers.  Members  of  Congress  and  talk- 
radio  personalities  often  complain  that  people  are  unwilling  to  work,  that  they  rely 
on  the  government  to  take  care  of  them,  Yet,  in  a  family  of  three,  with  one  worker, 
the  minimum  wage  places  them  well  below  the  poverty  level,  rarely  with  any  healtih 
or  child  care  benefits.  Even  a  50  cent  inaease  in  the  minimum  wage  can  move  17 
peicent  of  the  working  poor  above  the  poverty  threshold,  Imagine  what  90  cents 
would  accomplish! 

Even  with  the  introduction  and  expansion  of  the  Eanxed  Income  Tax  Credit 
(ETTC),  which  BPW  applauds,  a  worker  supporting  a  hcnisehold  of  four  will  earn  25 
percent  below  the  poverty  level;  for  a  smdler  hotasehold  of  three,  the  combination  of 
the  current  minimum  wage  and  the  earned  income  tax  credit  will  not  raise  them  out 
of  poverty. 

Picture  this:  a  single  parent,  typically  a  woman;  the  typical  minimiun  wage 
earner.   She  works  40  hours  a  week,  and  has  two  children.   She  earns  $4.25 /hour 
working  in  a  discount  store  as  a  clerk.  She  earns  $182.26  per  week  after  taxes  and 
receiving  her  advanced  ETTC.  While  she's  working,  she  needs  child  care.   Lef  s  say 
that  one  child  is  in  elementary  school  and  participates  in  a  free  after-school  program. 
Her  other  child  is  then  cared  for  in  one  of  the  very  few  low-cost  licensed  child  care 
centers  available  in  her  community.  She  pays  $50  for  50  hours  a  week  of  child  care. 
She  pays  an  average  of  $65  a  week  (or  $1.03  per  person  per  meal)  to  feed  her  family. 
She  pays  an  average  of  $50  a  week  to  clothe  herself  and  her  children,  purchase 
personal  and  health  care  products  and  pay  for  doctor  visits.  Fortunately,  her  family 
is  healthy.  She's  also  resourceful  and  found  housing  for  $365/month  ($85/week)  for 
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herself  and  her  children,  including  utilities  and  phone.  Her  transportation  to  and 
from  work,  the  day  care  center,  the  school  and  tiie  grocery  store  averages  $19/week. 
This  deal  leaves  her  $87  in  the  hole  each  week.  However,  she  does  qualify  for  food 
stamps:  about  $42/week.  If  she  were  among  the  25  percent  of  single  parents 
receiving  child  support,  with  a  responsible  father,  she  could  receive  an  additional 
$150/month  in  child  support,  or  $35/week.  But  she's  not  Instead,  she  falls  $45 
behind  each  week,  remains  in  poverty,  and  is  unlikely  to  have  healtii  insurance.  She 
cannot  wait  tintil  the  end  of  the  year  when  she  will  receive  the  rest  of  her  ETTC  of 
$1,011,  which  will  still  leave  her  $1,329  short  for  the  year.  If  the  minimum  wage  is  to 
be  the  bare  minimvim  that  wiU  bring  this  woman  out  of  poverty,  it's  not  working. 

My  own  life  is  a  typical  minimum  wage  story.  My  mother  raised  me,  as  a 
single  parent,  on  her  minimum  wage  salary,  and  it  wasn't  easy.  Of  course,  the 
minimum  wage  was  worth  more  back  then.  Difficult  as  it  was  for  her,  it  would  be  an 
even  harder  challenge  today.  When  I  turned  16, 1  also  took  a  part-time  job  to  help 
support  us.  And  believe  me,  my  paycheck  did  iu)t  go  for  Reeboks  or  movies.  It 
went  to  help  pay  for  rent,  food,  gas  and  even  books.  In  the  public  high  school  I 
attended,  students  had  to  purchase  our  textbooks,  and  so  some  of  the  money  I  earned 
went  directly  to  my  education. 

Thanks  to  my  mother's  sacrifices,  our  combined  minimum  wage  income,  and 
some  academic  scholarslups,  I  was  able  to  finally  earn  my  undergraduate  and 
graduate  degrees  and  launch  a  successful  career.  My  mother  was  not  so  lucky. 
Twenty  years  later,  she  is  stiU  eanring  just  slightly  above  the  minimum  wage  as  a 
nurse's  aid  in  Columbia,  Kentucky.  So  the  minimum  wage  for  her  was  not  a 
"training  wage,"  imless  you  consider  a  dollar  more  per  hour  over  a  20-year  span  to  be 
"upwardly  mobile."  In  fact,  in  constant  dollars,  she  is  actually  earning  less  than  she 
was  20  years  ago. 

My  mother  hasn't  had  a  decerxt  raise  in  over  five  years.  I  know  I  haven't  gone 
five  years  since  my  last  raise  -  and  if  I  am  rurt  mistaken,  neither  has  any  member  of 
the  U.S.  Congress. 

And  my  mother's  story  is  not  unique.  Three-fifths  of  minimxun  wage  earners 
are  women.  More  than  two-thirds  are  adults.  And  the  typical  minimvim  wage 
earner  brings  in  at  least  HALF  their  family's  income. 

I  also  feel  compelled  to  point  out  that  although  we've  heard  testimony  from 
economists  saying  that  an  increase  in  the  minimum  wage  will  cost  jobs,  not  all 
economists  agree.  So  what  else  is  new?  In  fact,  last  year,  101  noted  economists, 
including  three  Nobel  Prize  winners,  signed  a  statement  in  favor  of  increasing  the 
minimtom  wage.  These  economists  -  most  of  whom  were  independent  academicians, 
not  trade  association  employees  -  asserted  that  a  modest  increase  like  the  one  we're 
talkii\g  about  will  not  have  a  profound  negative  impact  on  employment 
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I  am  very  pleased  that  so  many  members  of  Congress  share  BPW's  view  to 
increase  the  minimum  wage.  I  am  also  encouraged  by  the  growing  bi-partisan  nature 
of  this  issue,  and  I  commend  Congressman  Torkildsen,  in  particular,  for  his 
leadership  on  efforts  to  raise  the  minimum  wage  a  full  dollar.  Past  increases  in  the 
minimum  wage  have  garnered  bi-partisan  support  —  this  increase  should  be  no 
different. 

A  final  word  to  give  this  issue  even  broader  context  at  a  time  when  Congress 
is  working  to  reform  welfare  so  that  more  Americans  will  move  iitto  the  work  force, 
it  seems  that  the  least  we  could  do  is  make  the  minimum  wage  a  more  liveable  wage. 
As  cnir  name  implies,  Business  and  Professional  Women/USA  believes  in  work.  We 
also  believe  in  making  work  pay. 

Thank  you  for  your  attention  to  my  remarks. 
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Madame  Chair  and  Members  of  the  Committee,  my  name  is  Dr  Martin  Regalia,  and  I  am 
Vice  President  for  Economic  Policy  and  Chief  Economist  for  the  U.S.  Chamber  of  Commerce 
The  Chamber  is  the  world's  largest  business  federation,  representing  215,000  businesses,  3,000 
state  and  local  chambers  of  commerce,  1,200  trade  and  professional  associations,  and  76 
American  chambers  of  commerce  abroad.  We  appreciate  the  opportunity  to  appear  before  this 
committee  to  discuss  the  effect  of  an  increase  in  the  minimum  wage  on  the  economy  in  general 
and  small  business  in  particular.  We  commend  you,  Madame  Chair,  for  holding  hearings  on  this 
important  subject. 

Proponents  of  increasing  the  minimum  wage  claim  that  doing  so  will  raise  the  living 
standard  for  those  at  the  bottom  of  the  income  distribution,  thereby  reducing  the  inequity  and 
helping  society's  disadvantaged  climb  the  economic  ladder.  While  it  is  hard  to  quibble  with  such 
laudable  goals,  economic  theory,  the  overwhelming  body  of  empirical  economic  evidence,  and  just 
plain  common  sense  strongly  suggest  that  raising  the  minimum  wage  will  not  achieve  these 
desired  effects    Indeed,  raising  the  minimum  wage  will  likely  lead  to  a  loss  of  jobs,  increased 
unemployment  ~  especially  among  teenagers  and  minorities  —  and  higher  inflation    The  costs  of 
such  action  will  fall  disproportionately  on  small  businesses  that  employ  the  majority  of  minimum 
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wage  workers  and  will  result  in  a  significant  unfunded  mandate  on  state  and  local  governments. 
In  short,  it  will  not  achieve  its  desired  goals,  it  has  severe  negative  side  eflFects,  and  there  are 
viable  alternatives  that  are  less  costly  and  more  effective.  It  is  simply  bad  public  policy. 
Portrait  of  the  Minimum  Wage  Worker 

Before  we  can  fijUy  understand  the  impact  of  a  change  in  the  minimum  wage,  we  must 
understand  whom  we  are  really  talking  about.  Based  on  Bureau  of  Labor  Statistics  (BLS)  data 
for  1995,  we  get  a  picture  of  those  making  minimum  wage  that  is  far  different  fi-om  the  often- 
cited  stereotype. 

—  About  3.7  million  individuals  -  out  of  a  total  of  68.4  million  hourly  paid  employees  and 
1 16  million  total  individuals  in  the  work  force  —  earned  the  minimum  wage  of  $4.25  per 
hour  or  less. 

—  Most  were  young.   1.7  million  (54  percent)  were  below  the  age  of  25  and  1  1  million  (3 1 
percent)  were  16  to  19  years  of  age. 

—  About  1.3  million  (37  percent)  were  fiill-time  workers  and  2.3  million  (63  percent)  were 
part-time  workers 

~  About  1.3  million  were  men  and  2.3  million  were  women 

—  About  1.0  million  (28  percent)  were  married  with  spouses  present  and  another  2.2  million 
(59  percent)  had  never  been  married. 

—  Small  businesses  employ  most  of  those  who  earn  the  minimum  wage  or  less.  About  38 
percent  work  in  businesses  with  fewer  than  25  employees,  and  over  half  work  in 
businesses  with  fewer  than  100  employees. 

—  Over  3.0  million  (81  percent)  work  in  the  services  industries,  with  over  2.0  million  (56 
percent)  in  retail  trade,  alone. 
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In  general  then,  the  minimum  wage  worker  is  young,  female,  single  and  working  part-time 
The  typical  minimum  wage  worker  is  simply  not  a  head  of  household  trying  to  feed  a  family  of 
four  on  an  income  below  the  poverty  level.  In  fact,  many  of  these  minimum  wage  workers  are 
members  of  families  with  family  incomes  well  above  the  poverty  level.  Moreover,  the  typical 
minimum  wage  employee  is  an  entry  level  worker  who  quickly  progresses  beyond  the  minimum 
wage    The  Employment  Policy  Institute  using  Census  Population  Survey  data,  estimated  that 
within  a  year  the  average  wage  of  the  minimum  wage  worker  rises  by  over  30  percent  to  over 
$5.50  per  hour. 

Quite  simply,  what  these  data  imply  is  that  the  "poor"  and  those  making  the  minimum 
wage  represent  two  largely  distinct  groups.  Thus,  attempting  to  address  the  issue  of  the  poor  by 
raising  the  minimum  wage  is  both  inefficient  and  futile.  Even  if  raising  the  minimum  wage  did  not 
have  negative  employment  eflFects,  virtually  $2  of  every  $3  spent  on  increasing  the  minimum  wage 
would  go  to  a  worker  that  could  not  legitimately  be  described  as  a  member  of  the  poorer  class 
Clearly,  there  are  much  more  efficient  and  effective  ways  of  targeting  this  truly  needy  group  than 
raising  the  minimum  wage 
Economic  Theory  and  Empirical  Analysis 

The  economic  theory  of  the  minimum  wage  is  straightforward:  In  a  competitive  market,  a 
minimum  wage  set  higher  than  the  market  wage  will  result  in  a  drop  in  the  quantity  of  labor 
demanded.  The  higher  wage  encourages  managers  to  economize  on  the  number  of  jobs  and/or 
the  number  of  hours  that  minimum-wage  workers  are  employed.   Some  tasks  that  were  worth 
doing  at  the  market  wage  are  now  no  longer  worth  doing  at  the  higher  minimum  wage 

In  addition,  managers  will  be  encouraged  to  fill  those  jobs  that  remain  with  employees 
that  possess  a  higher  skill  level.  Thus,  raising  the  minimum  wage  above  the  market  rate  will  price 
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the  least  productive  workers  out  of  the  market.  In  short,  the  negative  effects  of  increasing  the 
minimum  wage  tend  to  fall  on  those  least  able  to  deal  with  them  ~  the  uneducated  and  the 
unskilled.  These  negative  effects  also  have  long-term  consequences.  By  preventing  unskilled 
workers  from  gaining  experience,  increases  in  the  minimum  wage  subject  these  workers  to  a 
"catch  22"  phenomenon  —  they  cannot  get  the  experience  that  an  entry  level  job  would  provide 
because  they  do  not  have  the  experience  to  qualify  for  an  entry  level  job  at  the  higher  minimum 
wage 

Because  the  negative  imparts  fall  disproportionately  on  the  least  productive  and  lower 
skilled  workers,  these  negative  impacts  will  have  correspondingly  disproportionate  demographic, 
regional  and  industry  impacts.  That  is,  the  loss  of  jobs  will  be  greater  among  those  demographic 
groups  that  are  disproportionately  representative  of  minimum  wage  workers  —  namely  teenagers 
and  specifically  minority  teenagers.  The  loss  of  jobs  will  be  concentrated  in  those  regions  of  the 
country  that  employ  a  greater  percentage  of  the  minimum  wage  workforce  --  namely  the  south. 
Finally,  the  loss  of  jobs  and  the  increased  labor  costs  will  be  concentrated  in  those  industries  that 
employ  a  higher  percentage  of  low-skilled  minimum  wage  workers  ~  namely  small  businesses  in 
the  service  sector,  primarily  the  retail  trade  industry. 

While  economic  theory  gives  us  a  clear  picture  as  to  the  direction  in  which  things  will 
change  with  an  increase  in  the  minimum  wage  —  such  as  fewer  jobs,  fewer  hours  worked  and  a 
higher  unemployment  rate  in  the  relevant  market  ~  it  says  little  about  the  magnitude  of  these 
changes.  For  this  we  have  to  rely  on  empirical  research. 

Virtually  scores  of  studies  have  been  done  on  the  employment  effects  of  the  minimum 
wage    Many  of  these  studies  have  focused  on  the  employment  effects  of  specific  demographic 
groups  such  as  teenagers  or  on  specific  industries  that  hire  a  disproportionate  amount  of  low- 
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wage  workers    In  the  case  of  teenagers,  these  studies  suggest  that  a  10  percent  increase  in  the 
minimum  wage  would  result  in  a  decline  in  teenage  employment  of  between  1  and  3  percent. 
Thus,  the  90-cent  increase  (roughly  20  percent)  currently  being  discussed  could  result  in  the  loss 
of  130,000  to  400,000  jobs  for  teenagers. 

In  addition  to  the  loss  of  jobs,  an  increase  in  the  minimum  wage  would  also  create  a 
substantia]  unfunded  mandate.  CBO  estimates  that  the  proposed  90-cent  increase  in  the  minimum 
wage  would  result  in  $1  billion  of  additional  costs  to  state,  local  and  tribal  governments  by  the 
year  2000,  an  amount  that  clearly  exceeds  the  $50  million  threshold  for  intergovernmental 
mandates. 
Alternative  Solutions 

One  of  the  most  unfortunate  aspects  in  this  entire  minimum  wage  debate  is  the  fact  that  we 
are  ignoring  alternative  policies  that  are  more  likely  to  be  successful  at  helping  the  truly  needy  and 
at  the  same  time  are  more  efficient.  Targeted  tax  policies  that  provide  either  an  earned  income 
tax  credit  or  a  payroll  tax  rebate  for  specific  income  or  demographic  groups  would  be  far  more 
effective  and  much  less  costly  to  implement.  Because  such  policies  do  not  involve  the  imposition 
of  non-market  rigidities  on  a  fluid  labor  market,  they  would  not  cause  the  deleterious 
unemployment  effects  attributable  to  increases  in  the  minimum  wage.  Furthermore,  the  costs  of 
achieving  such  a  targeted  income  redistribution  would  be  borne  by  the  society  as  a  whole  rather 
than  levied  on  a  particular  segment  of  the  economy  —  namely  small  businesses  —  whose  only 
"crime"  was  to  give  the  unskilled  their  first  chance  to  start  up  the  economic  ladder.  The  payroll 
tax  rebate  has  the  added  advantage  of  redressing  some  of  the  inequity  in  what  has  become  one  of 
the  most  regressive  taxes  in  our  economy.  For  many  workers,  the  payroll  tax  has  become  the 
most  onerous  form  of  taxation,  supplanting  even  the  income  tax  in  terms  of  reducing  take  home 
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pay.  Reducing  the  payroll  tax  burden  for  those  at  the  bottom  of  the  income  distribution  would 

help  to  o£fset  this  regressivity. 

Conclusion 

So  often  when  economics  is  brought  to  bear  on  a  political  question,  it  is  the  case  that  the 
answers  are  so  indefinite  and  so  fiill  of  caveats  as  to  be  useless.  Equivocation  seems  to  be  the  rule 
and  phrases  such  as  "on  the  one  hand"  are  recited  like  a  mantra.  Fortunately,  this  is  not  the  case 
when  dealing  with  the  minimum  wage.  In  this  instance  the  economics  are  clear.  Raising  the 
minimum  wage  will  not  achieve  the  desired  end,  will  lead  to  less  employment  particularly  among 
the  unskilled  and  inexperienced,  and  will  impose  unnecessary  costs  on  the  economy,  particularly 
small  businesses  that  employ  the  unskilled.  Moreover,  there  is  an  acceptable  alternative  that  will 
be  more  effective,  more  efficient,  have  fewer  side  effects  and  be  less  costly  —  good  economics  and 
good  politics. 

In  the  long  run,  the  only  thing  that  can  boost  real  wages  is  productivity  growth. 
Productivity  growth  requires  additions  to  capital  —  both  physical  capital  and  human  capital.  The 
only  way  that  many  of  these  unskilled  workers  can  add  to  their  human  capital  is  through 
education,  training  and  experience  —  just  what  they  won't  get  if  an  increase  in  the  minimum  wage 
takes  their  job. 
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MADAM  CHAIR  AND  DISTINGUISHED  MEMBERS  OF 
THE  COMMITTEE: 


Thank  you  for  the  opportunity  to  appear  before  you  today. 
My  name  is  Duncan  Thomas,  and  I  am  President  of  Q-Markets, 
Inc.,  a  6-store  chain  operating  convenience  stores  in  and  around 
Richmond,  Virginia  with  50  employees.  This  September,  Q- 
Markets  will  be  two-years-old. 

I  often  hire  entry-level  associates  with  little  or  no  experience. 
Early  on,  these  new  hires  learn  that  these  entry-level  positions  are 
not  dead-end,  low-wage  jobs,  but  rather,  opportunities  for  the  new 
associates  to  learn  and  prove  themselves.    I  was  given  a  similar 
opportunity  16  years  ago  when  I  was  hired  as  a  cashier  in  a  7- 
Eleven  in  Radford  Virginia.  The  skills  I  learned  in  that  position 
enabled  me  to  move  up  to  various  levels  of  management, 
including:  Assistant  Manager;  Store  Manager,  and  Area 
Supervisor.  From  there,  I  was  promoted  to  Area  Sales  Manager  to 
Sales  Manager,  to  Field  Manager  to  Assistant  Market  Manager.  I 
later  joined  Steuart  Petroleum  Company,  here  in  Washington,  as  a 
Zone  Manager  and  was  later  promoted  to  Merchandise  Manager. 
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In  1994  I  had  the  opportunity  to  purchase  all  six  locations  in  the 
Richmond  area  from  Steuart  Petroleum.    I  recite  this  chronology, 
not  to  brag,  but  to  illustrate  that  my  experience  proves  to  me  that 
an  entry-level  position  is  just  that,  an  entry  into  the  work-force. 

Work  in  a  convenience  store  is  not  easy.  Associates  have 
many  responsibilities,  including:  Providing  friendly  customer 
service;  Maintaining  a  safe  workplace;  Cash  management; 
Denying  sales  of  alcohol  and  tobacco  products  to  minors;  and 
Restocking  shelves,  to  name  but  a  few.  I  must  pay  above  the 
minimum  wage  to  attract  associates  who  are  willing  to  learn  the 
skills  necessary  to  meet  these  responsibilities.  For  those  not 
wishing  to  take  on  this  challenge  there  are  easier  jobs,  at  lower 
wages,  elsewhere. 

For  this  reason,  proposals  to  raise  the  federal  minimum  wage 
would  have  a  detrimental  ripple-effect  on  my  payroll  and  profit.  I 
will  always  have  to  pay  above  the  minimum  wage  to  attract 
employees.  I  currently  pay  $5.25  per  hour  to  a  trainee.  If  the 
minimum  wage  rises  to  this  level,  that  trainee  can  find  easier  work 
for  the  same  money.  I  will  have  to  pay  $6.25  to  have  the  same 
draw  for  the  same  work.  That  is  an  annual  increase  of  $2,080  per 
associate.  The  associate  who  has  been  with  me  longer,  making 
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$6.25  will  want,  and  deserve,  a  higher  compensation  than  the  new 
hire,  bumping  him  to  $7.25.  -  another  $2,080  per  associate.  This 
goes  right  through  my  pay  grades.  It  represents  a  huge  increase  in 
my  operating  expenses.  To  be  exact,  for  a  six-store-chain,  this 
represents  $91,520  annually! 

Madam  Chair  and  Members  of  the  Committee:  I  am  in  a 
business  of  nickels  and  dimes.  This  kind  of  increase  is  not  one 
that  can  be  just  taken  out  of  corporate  profits.  It  requires  me  to 
alter  my  business  plan  drastically. 

To  compensate  for  this  increase;  I  do  have  a  few  options: 

1 .  I  can  make  do  with  fewer  employees.  This  reduces  the  level 
of  service  customers  receive  at  a  Q-Market  location,  and  also 
provides  less  opportunities  for  people  to  work,  learn  and  move  up. 
Less  opportunities  like  I  had. 

2.  I  can  scale  back  on  health  benefits  and  vacation,  but  that  will 
only  make  me  lose  good  people. 

3.  I  can  raise  prices.  This  is  will  reduce  demand  for  the 
products  I  sell,  and  is  inflationary. 
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4.  I  can  scale  back  plans  for  both  expansion  and  upgrading  of 
existing  locations.  However,  many  of  these  upgrades  are  done  to 
meet  the  endless  federal  regulations  on  our  industry,  and  cannot  be 
delayed.    Funneling  away  money  that  is  earmarked  for  upgrades 
will  mean  eventually  closing  doors. 

5.  Icanshortenmy  hours  of  business.  But  please  keep  in  mind 
that  we  sell  convenience,  and  that  means  staying  open  even  during 
less  profitable  hours  for  the  few  customers  who  shop  during  these 
times  out  of  need.  Running  out  of  milk  late  at  night,  emergency 
runs  for  cough  and  allergy  medicine,  and  workers  coming  home 
from  night  shifts  are  but  a  few  examples.  My  customers  have 
come  to  expect  me  to  be  open  when  they  need  me. 

I  hope  you  agree  with  me  that  none  of  these  options  are  good  for 
my  business. 

I  know  that  advocates  of  raising  the  minimum  wage  have  only  the 
best  intentions.  They  want  a  better  standard  of  living  for  everyone. 
But  Madam  Chair  and  Members  of  the  Committee,  the  most 
elementary  analysis  of  the  impacts  of  raising  the  minimum  wage 
clearly  show  that  there  are  many  repercussions  from  this  simple 
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act,  and  unfortunately,  the  people  who  will  bear  the  burden 
through  fewer  jobs  and  higher  prices  are  the  very  people  they  are 
trying  to  help.  This  harm  will  occur,  not  from  corporate  cruelty  or 
mean  spiritedness,  but  from  the  simple  economics  that  drive  a 
free-market,  capitalist  system.  The  system  that  made  the  United 
States  the  world  leader  that  it  is.  The  system  providing 
opportunity  for  those  willing  to  seize  it.  The  system  that  lets 
people  prove  themselves  and  succeed,  if  given  the  chance. 

Thank  you  again  for  this  opportunity.  I  would  be  pleased  to 
answer  any  questions  the  Committee  may  have. 
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Madam  Chairperson,  members  of  the  committee,  my  name  is  Taalib-Din 
Abdiil  Uqdah.  I  am  the  co-owner  of  Comrows  &  Co.,  a  hair-braiding  salon 
located  in  Washington,  D.C..  I  thank  the  Small  Business  Committee  for  the 
opportunity  to  appear  before  you  today.  Given  the  direct  impact  of  the  proposed 
unfunded  mandate  on  small  business  operations,  I  think  it  is  vitally  important  that 
the  United  States  Congress  hear  from  small  business  owners.  I  appreciate  the 
CoiJUnittee  giving  small  businesses,  like  mine,  a  voice  in  this  process. 

I  started  my  business,  Comrows  &  Co.,  in  June  1980  with  $500,  a  4-year 
lease  on  a  building  owned  by  someone  else,  and  three  employees.  Today,  I 
employ  12  full-time  people,  including  my  wife  and  myself,  two  part-time  people 
and  I  have  consistently  grossed  approximately  $500,000  annually.  My  most 
crowning  achievement  is  that  I  now  own  a  4,000  square  foot  building,-  and  it  is 
valued  at  over  $400,000. 

I  have  been  self-employed  for  22  years.  Over  the  last  16  years,  I  have 
discovered  that  one  of  the  biggest  obstacles  to  small  business  growth  is 
government  interference  and  micro-management  I  have  spent  nearly  12  years 
fighting  state  government's  for  the  right  to  operate  my  business  in  the  United 
States,  free  of  nonsensical  bureaucratic  regulations.  And  now  this:  an  unfunded 
maitdate. 

For  this  and  a  host  of  other  reasons  to  follow,  I  oppose  an  increase  in  the 
starting  wage.  The  proposals  by  President  Clinton  and  members  of  Congress  to 
inci^ease  the  starting  wage  creates  another  hurdle  for  small  business  growth.  It 
represents  another  death  nail  in  the  coffin  of  the  United  States'  free  enterprise 
system  and  makes  a  mockery  of  the  notion  that  we  can  produce,  manufacture,  and 
exchange  goods  and  services  free  of  government  regulation  and  interference. 
Because  of  federal  legislation,  the  free  market  system  no  longer  exists.  As  a 
chatnpion  of  that  system,  I  oppose  a  mandated  starting  wage.  And  I  most 
definitely  oppose  an  increase  in  the  starting  wage. 

The  govenrunent  should  protect  free  enterprise,  not  hinder  it.  Has  this 
Congress  or  the  Clinton  Administration  given  any  thought  to  the  consequences  of 
their  "feel  good"  legislation  on  the  small  businesses  that  create  America's  job 
opportunities? 

By  forcing  me  to  pay  a  mandated  minimimi  wage,  with  no  consider^tjgn 


86 


By  forcing  me  to  pay  a  mandated  minimum  wage,  with  no  consideration 
given  to  my  business  operations,  market  conditions  or  fea.sihility  studies,  not  only 
does  the  federal  government  imply  its  distrust  of  me  as  a  businessperson,  but  also, 
the  government  risk  the  employment  of  low-skilled  people  -  the  purported 
beneficiaries  of  the  proposed  wage  hike. 

For  the  people  of  the  District  of  Columbia,  the  unpact  of  a  mandated  wage 
hike  will  have  implications  well  beyond  the  political  grandstanding  of  those 
interested  in  creating  "feel-good,  election  year"  legislation. 

First,  minimum-wage  workers  know  that  the  more  they  earn,  the  more 
federal,  state,  county  and/or  local  government's  will  claim  for  taxes.  The  impact 
of  the  wage  hike  on  the  take-home  pay  of  minimum  wage  earners  will  be 
nei^igible. 

Second,  while  the  impact  of  the  wage  hike  on  the  take-home  pay  would  be 
negligible  for  minimum  wage  earners,  the  impact  of  the  mandate  on  employers 
wonid  be  substantial.  As  payroll  dollars  increase,  so  does  employers'  cost  for 
wofker's  compensation.  Social  Security,  Medicare,  and  both  federal  and  local 
unemployment  compensation. 

Third,  under  existing  law,  businesses  operating  in  the  District  of  Columbia 
must  pay  minimimi  wage  employees  $1  above  the  federal  rate.  Currently  in  D.C., 
unfiled  employees'  wages  start  at  $5.25  an  hour.  If  Congress  mandates 
President  Clinton's  proposal  to  raise  the  starting  wage  by  $0.90, 1  would  be  forced 
to  pay  an  untrained,  unskilled  worker  $6. 1 5  per  hour. 

How  can  I  afford  to  bring  in  an  imskilled  worker,  when  for  the  duration  of 
the  training  period,  he  or  she  generates  no  revenue?  What  if  this  employee  leaves 
during  the  training  period?  What  about  my  losses?  Where  is  my  incentive  to  hire 
an  unskilled  employee  who  requires  extensive  and  intensive  training,  generates  no 
revenue,  and  costs  me  a  minimum  of  $50  per  day? 

The  District  of  Columbia's  current  starting  wage  ~  at  a  rate  higher  than  the 
federal  mandate  —  already  forces  me  and  other  employers  to  close  the  door  on 
applicants  unqualified  to  do  the  job  at  $5.25  an  hour.  Are  these  applicants  more 
qu^ified  at  $6.15  an  hour? 
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An  increase  in  the  starting  wage  will  not  benefit  low-skilled  workers.  To 
counter  the  starting  wage  increase,  small  businesses,  like  mine,  will  not  hire  low- 
skiHed  woricers.  Some  employers  may  even  reduce  current  employee  hours  or 
raise  prices.  All  of  these  effects  risk  tiae  livelihood  of  the  low-skilled  worker, 
again,  the  ''ghostly"  beneficiary  of  a  wage  increase. 

I  cannot  afford  to  hire  unskilled  applicants  at  the  minimum  wage.  The  cost 
of  their  employment  would  be  too  great  a  burden  for  my  business.  It  is  more  cost 
effective  for  me  to  hire  a  skilled  worker.   Pay  the  skilled  worker  one  and  one-half 
times  more  than  the  unskilled  worker,  and  watch  as  the  skilled  employee  generates 
at  least  three  times  the  revenue  &at  an  unskilled  employee  could. 

A  federally  mandated  starting  wage  does  not  work.  Bureaucrats  should  stop 
imposing  artificial  wage  rates  on  businesses.  The  unemployment  effect  that 
results  fix)m  an  increase  will  be  concentrated  on  the  most  disadvantaged  of  the 
wotk  force  —  unskilled,  at-risk  youths. 

Further,  the  mandated  starting  wage  implies  that  the  markeQ>lace  does  not 
woHc  This  simply  is  not  true. 

In  every  indiistry,  there  is  a  need  to  keep  quality  employees.  And  quality 
employees  are  paid  based  on  their  productivity  and  worth,  not  on  an  arbitrary 
nuiiber  selected  by  politicians. 

I  started  all  of  mv  employees  at  the  minimum  waye.  After  a  training  period 
in  which  they  increased  their  skills,  I  increased  their  salary.  Now  all  of  ray 
en^loyees  cam  well  above  the  minimum  wage. 

Know  this:  1  increase  my  employees'  salary,  not  because  the  government 
commands  me  to,  but  because  my  employees  earn  their  seilary  increases.  I  and 
other  employers  do  not  need  the  government  to  micro-manage  our  businesses. 

Small  businesses,  like  mine,  generate  jobs.  Yet,  ever-increasing  tax  rates 
and  regulatory  burdens  already  destroys  incentives  for  small  business  creation  in 
cities.  Increasing  the  minimum  wage  imdoubtedly  increases  the  tax  and  regulatory 
costs  of  business  operations.  As  any  economist  knows,  increasing  the  regulatory 
and  tax  burden  of  small  businesses  will  make  economic  growth  for  the  District  or 
any  municipality  nonexistent 
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Where  is  the  "feel  good"  measure  for  business?  Where  are  the  incentives 
and  initiatives  that  induce  me  to  hire  more  workers,  open  more  establishments, 
invest  in  the  District's  economy?  What  is  being  done  to  make  the  wage  hike  more 
palatable  for  the  small  business  owner  already  besieged  by  taxes  and  regulations? 

The  wage  hike  proposal  did  not  start  the  United  States  down  the  road  to 
economic  ruin;  no,  that  started  when  Congress  decided  it  had  to  regulate 
bultnesses  in  this  country. 

I  was  led  to  believe  by  the  Clinton  Administration  and  members  of 
Congress  that  the  era  of  big  govermnent  was  over.  I  do  not  see  an  end  to  big 
government 

We  need  a  system  that  supports  a  free  market  economy  and  increases 
business  growth,  opportunity  and  employment  for  all  Americans.  I  urge  the  U.S. 
Congress  to  oppose  an  increase  in  the  minimum  wage. 

Again,  I  thank  the  Committee  and  I  look  forward  to  answering  any 
questions  you  may  have. 
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